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Addendum Item Number 1

Los Angeles, California
July 16, 1984

TO:

MR. H. E. WENDT

FROM:

J. M. MINTZ

SUBJECT: MERCUR PROJEa

You recently asked about the circumstances of the Mercur Feasibility
Study while Mercur was under Los Angeles Production. Mr. C. J. Kundert made a
review of the Los Angeles files and his findings are in the enclosed memo.
The first major Mercur work was authorized in the 1980 budget when
SI.4 million was approved with SI.2 million for drilling, permitting, land
purchases and environmental data collecting; and S200.000 for metallurgical
studies. Or. Muessig wrote Scott Smith on 11/9/79 that funds were being
requested to initiate an evaluation program. My follow-up memo to Or. Muessig,
dated 12/11/79, included a schedule that provided for a feasibility study that
would^allow for a go-no go decision in October 1981. This was to satisfy the
requirements of the Mercur agreement with Gold Standard.
Mr. C. E. Knapp of the Los Angeles staff was given the responsibility
for coordinating this effort during the 3rd quarter of 1979. His preliminary
work was based on a plan that would have a mill that would process both oxidand refractory ore and would payout from the Mercur Hi 11-Lulu area. Mr. Knapp
prepared a a cursory financial evaluation based on then available data which
indicated the project appeared to have sufficient potential to warrant more
detailed study. After several meetings with Gold Standard, my letter of 6/17/80
outlining the program for the feasibility study was sent to Scott Smith. Bechtel
was awarded a contract to prepare a preliminary engineering and cost estimate
for the mine and mill, which could not be a Final Feasibility Study because of
inadequate data on the deposit. Prior to the completion of the Bechtel study,
Mr. Knapp was transferred to Petrotomics and Mr. F. Wicks, staff metallurgist,
was assigned as his replacement. On 10/1/80, one month before the completion
of the Bechtel study, responsibility for the Mercur Project was assigned to
the Salt Lake Oistrict.
The Los Angeles staff was not involved in the project to any major
extent after the project was transferred to Salt Lake City. Ue did not
receive a copy of the Bechtel report or any of the data for changing the mill
circuit from that proposed in the Bechtel study. The part that is most
puzzling to us is the line item in the enclosed Oata Room Index that indicates
no feasibility studies for Mercur.
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Los Angeles, California
July 13, 1984

TO:

MR. J. M. MINTZ

FROM:

C. J. KUNOERT

SUBJECT: RfYIEW OF MERCUR PLANS TO PRODUCTION
FROM MIO-1979 TO EARLY 1981
Data in our files show that we shut-down the Mercur Gold Program in
1976 on the basis of an 1n-house financial analysis. We had placed Mercur
Gold in our Minerals Reserves category in the January 1, 1975 and 1976
Reports, prior to the fall in the price of gold. The January 1, 1977 Report
shows Mercur (Sold as a Paramarginal Resource 1n which category it remained
until the report of January 1, 1982 when Reserve status was again attained.
In September 1979 (Item 2 attached), a proposal for further work on
the Mercur Gold Project was made. Work leading to an interim feasibility
study by late 1980 prior to pilot plant start-up was recommended. "A Final or
Bankable Feasibility Study" would be prepared after drilling is completed and
Pilot Plant report completed in the third quarter of 1981. Preparation of the
document would take an estimated 12 to 16 weeks placing the date of the
availability of the Bankable Document in the last quarter of 1981.
This plan was followed during the course of the Mercur Project under
direction from Los Angeles. Bechtel was awarded the contract to do the
Fngi; .ering and Oesign work needed for the interim study. The work was to be
completed by November 1980. Items 6, 10. 11.12, and 13 document the selection
of Bechtel itui work to be performed.
The Agreement with Gold Standard called for notification of
commission of a feasibility study and supporting documents to be given to Gold
Standard. This was done, see Items 7, 8, and 9.
As of October 1, 1980, the Mercur Project became the responsibility
of the Salt Lake City Office, see Item 15.
Bechtel's work proceeded as planned and an Order of Magnitude
Fstimate for Feasibility Study and a Preliminary Engineering and Cost
Estimates of the Mercur Gold Mine and Plant were submitted for review in
November, right on schedule, see Item 18. We do not have records of the date
of Getty's receipt of Bechtel's Reports after final typing. Please note that
the data we do have. Items 18. 19 and 21, support the fact that neither report
was intended to be a Final 8ankable Document.

lo:
Mr. J. M. Mintz
Subject: Review of Mercur Plans to Production
From Mid-1979 to farly 1981
July 13, 1984
Page - 2 -

Ouring March of 1981, when I began work on the Mercur Ore Reserves,
I discussed the Bechtel studies with Mr". R. L. Hautala. Salt Lake was acutely
aware of the requireaent in the Gold Standard Agreement to have a feasibility
study on the Project. I explained to Hautala that, in my view, the Bechtel
work could not be used as a final Feasibility Study.. Bechtel had not
reviewed the geology and ore reserves because updated data were not available;
thus the document was incomplete.
I cite Utah's Fscondida study as an example. Utah did the reserves
and mine planning in-house, but had them reviewed and concurred with ^y an
outside party. Mr. J. P. Oavies, who had intimate knowledge of Bechtel's
studies, on separate occasions also told Hautala that the Bechtel study was
incomplete because the geologic and ore reserves data had not been reviewed
and accepted by 8echtel; and economic evaluations had not been prepared by
Bechtel.
We have no knowledge of what documents were submitted to Gold
Standard to satisfy the requirement of the Agreement. We do know that a final
Document could not have been prepared before May 1981, because the Ore Reserve
Study including geologic cross-sections was not completed until then. The
original timing (Item 2) for completion of a "Final or Bankable Feasibility
Study" in the last quarter-of 1981 could have been attained. We do not know
whether a document was prepared. We are concerned that Item 23 uses the words
"Revised Bechtel Feasibility" and, ye':. Item 24, the Oata Room Index of
material sent by our Salt Lake Office for Mercur, shows NO FEASIBILITY STUOIfrS
under listing, page 34, VIII.A.3. This, of course, is the most current
document of the 24 Items attached to this memorandum.

(on
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KFRCUR OATA

I tent 1 - June 28. 1979:

Memo R. 6. Blair to Messrs. Smith/Blanc/Muessig; Mercur Project
Status; Recooinended SLC Program Prior to Feasibility Study by L. A. Production
Department.
Page 5 points out that, "The only feasibility work known to have
been done was a "quickie Mineral Production Department financial analysis
based on the 1976 Mercur Hi 11-Lulu geologic reserve numbers, the 1976 gold
price at that time, capital estimates furnished by A. H. Ross and Associates
and internally generated mining cost estimates".
This 1s correct, the price of gold had dropped and the property
became uneconomic. Our first and second Mineral Reserves and Resources
Reports of January 1, 1975 and January 1, 1976 carried Mercur as Reserves.
The January 1, 1977 Report showed Mercur as a Paramarginal Resource, in which
castegory it remained until the Report of January 1, 1982. In this Report
Mercur again achieved the Reserve status.
Item 2 - September 12. 1979:
Memo C. Edward Knapp to Mr. J. M. Mintz; Proposed 1980 Expenditure
for Mercur Gold Project Development; with attached memo of September 11, 1979;
C. Fdward Knapp to Mr. C. J. Kundert; Status and Proposal for Further Work on
the Mercur Gold Project.
Attached memo states that a cursory financial evaluation showed
respectable economics based on 79 pet-cent recovery and a gold price of S250.00
per ounce. On page two, it Is stated that "An interim feasibility report
reviewing ore reserves drilled to date, bench metallurgical tests, more
detailed pit designs, and right of way permits is suggested for late 1980
prior to pilot plant startup." Please note, underlining added by me.
And from page 5: "A feasibility study for the go, no-go decision to
build the plant can be made after drilling is completed and the pilot plant
report is received In the third quarter of 1981. Analysis of the data and
preparation of this report referred to by Mountain States Research and
Development as the Final or Bankable Feasibility Study, is anticipated to take
12 to 16 weeks at a cost of $100,000 - $150,000."
Please note that this schedule calls for an interim feasibility
study by the end of 1980 with the Final Feasibility Study, or Bankable
Document at the end of 1981.
Item 3 - October 18. 1979:
Letter from N. Gibson of A. H. Ross and Associates to Or. M. I.
Jansen; Mercur Gold Technology.

-?-

6ibson's letter points out that results of drill core samples

Indicated that j» percent of the ore reserve was expected to yield a gold
extraction of 87 percent; an 84 percent extraction would be attained on 89
percent of the ore reserve.
the project was not financially attractive
when previously reviewed In June 1977 by A. H. Ross and Associates.
Item 4 - Hovember 9, 1979:
Letter from Siegfried Muessig to Mr.-Scott L. Smith. This letter
was written to update Mr. Smith on what had happened at Mercur since the
signing of the operating agreement between Getty and 6old Standard, Inc. in
Oecember 1973. The sixth paragraph states that "In 1976 a preliminary mine
feasibility and financial analysis of the gold resources found at Mercur
showed that the deposits could not be economically mined, at the gold prices
then prevailing." The letter goes on to Inform Mr. Smith that 1980 funding in
excess of $1 million has been requested of Getty's management.
Item S - Oecember 11, 1979:
Memo from J. M. Mintz to Or. Siegfried Muessig; Mercur Development.
Memo points out that a preliminary financial analysis based on a total of 13
MM tons of ore containing 990,000 ounces of gold had been prepared. About
one-half of the ore was proven and the 1980-81 drilling was designed to prove
the balance.
Item 6 - March 13. 1980:
Letter from H.- C. Lynch of Bechtel Incorporated to Mr. C. Fdward
Knapp; subject matter 1s Proposal for Feasibility Study, Mercur Gold Project,
Utah. The letter states that the proposal is to complete.the work; by October
1 for a go-no go feasibility study.
Item 7 - May 14. 1980:
Memo from C. Fdward Knapp to Mr. J. M. Mintz; Mercur Agreement with
Gold Standard, Inc. Memo points out that: "The agreement with Gold Standard
Incorporated, who holds part Interest, states that notification of commissioning
a feasibility study and supporting documents must be given to that."
Item 8 - June 19. 1980:
Memo from C. J. Kundert to Mr. J. M. Mintz; Mercur Meetings - GOC
and SflW Standard ffepresenNatives, June 17, 1980. The memo states that: "Smith
was in favor of the feasibility study, and stated that Gold Standard would
participate in the cost."
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Attached letter to the above memo from J. K. Mintz to Mr. Scott I
Smith; June 17, 1980; states that: "Getty Oil Company proposes to comaission
a feasibility study to determine the technique and cost to mine the qold
contained in the Mercur Project area."
Item 9 - June 20, 1980
Memo from J. K. Mintz to «r. H. E. Wendt; Mercur Project - Tooele &
Utah Counties, Utah.
The evaluation program for the Mercur Project provides for the final
feasibility study for the project. 8echtel was selected to do the work.
Please refer to Item 2 - this would not be the final feasibility
study; but the interim study, with the final study due in the last quarter of
1981.
Item 10 - June 20, 1980;
Letter from J. M. Mintz to Mr. R. C. demons of Bechtei Incorporated.
The letter informs Bechtei of their selection to do. the Mercur work with the
goal for completion of November 1, 1980. This reinforces the fact that this
will not be the final study, but the interim study as outlined in Item 2.
Item 11 - June 24, 1980;
Memo from C. Fdward Knapp to Mr. J. M. Mintz; Mercur Status Report
#6, 2nd paragraph states that: "The evaluation of proposals from engineering
firms to conduct the design and cost evaluation for a feasibility study was
completed and the work awarded to Bechtei Incorporated." Please note - the
award to Bechtei was to conduct the design and cost evaluation for a feasibility
study
NOT to make a "Final Feasibility Study
.
Item 12 - June 25. 1980;
for

6etty 1$
Service Contract to Bechtei Incorporated. This is the contract
** for tJ* "interim feasibility study as outlined in Item 2.

I*SL2;

Item 13 - June 25. 1980;
Item 9.

Letter from R. c. demons to Mr. J. M. Mintz with signed copy of

Item 14- June 27. 1980:
Conference Notes on Meeting at Hazen Research; Mercur Gold Study for
Getty Oil Company, Bechtei Job 14346. The following two paragraphs outline
the goals

of tfte programs;

Ano^Q?
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"The meeting was opened at 8:45 a.m. by C.-*F. Knapp who made a short
introductory statement and then summarized the present status of the
job and ongoing programs and gave some target dates. The target
date for the study phase is mid-November for the development of costs.
If the project should prove viable, start-up is targeted for late
1983. Environmental work is under way and the Environmental
Reconnaissance Study has been completed by TRC, who have submitted a
report. 8aseline studies will be starting soon. Metallurgical
research is being performed by Hazen Research under the direction of
A. H. Ross & Associates. 6etty has engaged Bechtel to do the
engineering study, and Mintech is working on mine planning and pit
design.
Fd Knapp explained that, while Getty is still drilling to delineate
additional ore reserves, the feasibility study will be based on the
"plum" of the property, which contains sufficient reserves (Getty
prefers the expression "minable mineral resources") for five years
at a treatment rate of 3000 tons per day. Portions of the ore, termed
"refractory" are more difficult to treat than others. The mill should
be designed to handle a feed composed entirely of this worst material
over an extended period of time."
Item 15 - September 19. 1980:
Memo from H. E. Wendt to R. P. Blanc, J. M. Mlntz, S. Muessig; Mercur
Gold Project, Tooele County, Utah.
Fffective October 1, 1980, full responsibility of the Mercur Gold
Project is assigned to the Salt Lake City Oistrict office.
Please note this is one month before the original goal of completion
of the engineering work being done by Bechtel*.
Item 16 - September 19. 1980:
Memo from C. Edward Knapp to Mr. J. M. Mintz; Mercur Gold Project.
It states that: "The costing of capital and operating requirements is underway
at Bechtel, and is anticipated to be completed in November." And that "The
economic study is anticipated to be completed by the end of 1980".
Please note that this follows the original plan, see Item 2, of an
interim feasibility study completed by the end of 1980; with the final study
planned for late 1981.

-5-

Itea 17 - October 30. 1980:
Letter from C. J. Kundert to Mr. A. H. Mel she inter of DeGolyer and
MacNaughton. Letter points out. Number 10, that we (Getty) have not completed
a new study by hand, but have relied on our computer program for data. This
signifies that Getty does NOT have up-to-date geologic and ore reserves
sections and plans for the Mercur ore bodies.
Item 18 - November 25. 1980;
Memo from F. J. Nowak to Mr. R. L. Hautala; Mercur Gold Project Bechtel Studies. Memo comments on Bechtel's Order of Magnitude Estimate for
Feasibility Study, dated November 5, 1980; and Bechtel's Preliminary
Engineering and Cost Estimates of the Mercur Gold Mine and Plant dated
November 1980.
These documents were those to be used in the Interim study discussed
in Item 2; eventually leading to a Final Feasibility Bankable Document in the
last quarter of 1981.
Item 19 - Oecember 1. 1980;
Letter from R. C. demons of Bechtel to Getty 011 Company, attention
Mr. William F. Fuller. The letter discusses additional work that was
requested of Bechtel during the course of conducting the Engineering Study for
the Mercur Gold Project.
Item 20 - Oecember 4. 1980;
Memo from R. L. Hautala to J. H. Whitman; Possible Use of Four
Petrotomics Personnel on Temporary Assignment to the Mercur Gold Project.
Memo outlines the need to log some 400 rotary holes drilled at Mercur. The
job was estimated to take 6 months to complete.
These data must be available before a set of geologic ore reserve
sections can be prepared.
Item 21 - January 22. 1981;
Memo from J. P. Oavies to Mr. R. P. Blanc; Mercur Project
Development Schedule. Memo discusses the nted for project scheduling
specialists and mentions the Mercur preliminary engineering study of Bechtel.

AAOK
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Item 22 - February 22. 1981:
Conference Notes No. 12; for Bechtel Job No. 14346-001. The oeetinq
was to discuss services that Getty wishes Bechtel to provide in connection
with the Mercur Gold Project and others. Bechtel proposed that this work-be
the subject of a new Continuing Services Agreement distinct from the Technical
Services Agreement under which the Mercur 6old Engineering Study was
performed.
Item 23 - June 25, 1981:
Mercur Project Review; note on the second page of data, under (2);
the words "Revised Bechtel Feasibility" are used.
Item 24 - Current:
Getty Mining Company/Texaco Mineral Properties, Oata Room Index,
page 34: Under VIII.A.3. - No Feasibility Studies.

CJK:pw
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Tab 2

MEMORANDUM DECISION
DATED APRIL 6, 1988

Addendum Item Number 2

TC^r

IN THE THIRD JUDICIAL DISTRICT OOURT
IN AND FOR SALT LAKE COUNIY, STATE OF UTAH
GOID STANDARD, INC.,
Plaintiff,

MEMORANDUM DECISION

v.
AMERICAN BARRICK RESOURCES
CORPORATION; BARRICK MURCUR
GOID MINES, INC.; TEXACO,
INC.; GETTY OIL CCMPANY; and
JOHN DOES 1 through 10,

CASE NO. CV86-374

Defendants.

Defendants, Getty Oil Canpany and Getty Mining Cteropany (hereafter
"Getty"), asks this Court to inpose sanctions upon the plaintifff s lawyers
claiming they conducted ex parte interviews with former managerial-level
employees of Getty, in violation of OR7-104(A) (1) of the Code of
Professional Conduct.

(ER7-104(A) (1) is substantially identical to current

Rule 4.2 of the Rules of Professional Conduct, adopted January 1, 1988). The
Court has reviewed the memoranda submitted by the parties together with the
attachments, including the depositions of Charles J. Kundert and Robert L.
Hautala. The Court took the matter under advisement after oral arguments
and new being fully advised rules as follcws:
The question is Aether EK7-104(A) (1) applies to former employees of a

Af\*
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corporation that is a party involved in litigation and represented by an
attorney•

ER7-104(A) (1) provides as follows:

Curing the coarse of his representation of a client a lawyer
shall not:
(1) Conraunicate or cause another to cxxnnunicate on the subject
of the representation with a party he knows to be represented by
a lawyer in that matter unless he has the prior consent of the
lawyer representing such other party or is authorized by law to do
so.
It is conceded by plaintiff's lawyers that they have made ex parte
contacts with and have interviewed two of defendant, Gettys', former
employees, Charles Kundert and Robert L. Hautala.

It is also conceded that

both of these employees were in a managerial capacity with Getty and had
seme direct involvement with the circumstances giving rise to the litigation
at issue.
Recognizing a split of authority on this issue, the Court is, of the
opinion that ER7-104(A) (1) and Rule 4.2 do not apply to ex parte contacts
with former employees of a party. The question becomes who is a "party" so
as to receive the protection of the rule. If the party is an individual,
the question is easily answered.

If, however, as in this case, the named

party is a corporation, it becrmes more difficult to determine which of the
current employees and whether any former employees come within the
protection of the rule.
The purpose of the rule is to ensure that any represented party involved
in litigation receives the counsel and advice of its lawyer an all matters
that may have a bearing on the outcome of the litigation.

It is inportant

that an attorney control the flow of information from his client to opposing
counsel to ensure against the client doing or saying something that may have

001343
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a detrimental effect an that client's position in the lawsuit without the
advice of counsel. If an employee, whether or not in a managerial capacity,
may do anything that can bind the corporation or may say anything that under
the Rules of Evidence may be deemed an admission and imputed to the
employer, then the purpose of the rule canes into play and that eitployee
should not be contacted without the consent of the attorney.

If the

employee is not in a position to bind the ccnpany or to say anything that
would be deemed an admission and attributable to the ccnpany, then, even
though that employee is a current employee, there may be ex parte contacts
by opposing counsel. There is no reason for counsel to control the flow of
information fran that employee inasmuch as he or she can say or do nothing
that will be inputed to the corporation.
Ex parte contacts by opposing counsel, under those circumstances
mentioned above, where the employee cannot bind the employer, do not deny
the employer the benefit of its attorney any more than ex parte contacts by
opposing counsel with any other non-employee witness. The same may be said
of former employees. Former employees generally do not have the ability to
bind the corporation by anything that they may do, nor, under the Rules of
Evidence, can anything that they say be deemed to be an admission and
iicputed to their former employer. The purpose for the rule, therefore, is
irrelevant under those circumstances. Since the former employee can no
longer bind the employer and can no longer say anything that would be deemed
to be an admission by the employer, the employer's counsel should no longer
have the right to control the flow of information from that witness. While
it is true that the information provided by that witness may be prejudicial

001
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to the errployer, that is not a reason to allcw the employer's counsel to
control the flew of information from that witness any more than it would be
a reason to allcw the employer's attorney to control the flew of information
from any other unrelated witness who had prejudicial information.
Moreover, the court recognizes a legitimate interest in allowing* counsel
to gather information in an informal, inesqpensive and efficient manner
without the interference of opposing counsel so long as their conduct does
not deny a party the benefit of their attorney.
Gettys' attorneys, in pointing out the dangers of ex parte contacts with
witnesses, refers to the affidavit of Charles Rundert obtained by
plaintiff's counsel in an ex parte interview. They cladm that the affidavit
may be misleading and may indeed appear to state opinions that in the
context of the ex parte interview are the opposite of the affiant's current
opinion on the same issue and that this apparent inconsistancy is perhaps
attributable to the subtle techniques of the interviewing attorney. While
the Court is naturally concerned about any conduct which may tend to distort
the truth-seeking purposes of discovery, nevertheless, these are dangers
that exist in any ex parte contacts by counsel with any witnesses whether
employees, former employees, or nonr-enplcyee bystander witnesses.
Furthermore, some responsibility must be placed upon attorneys to conduct
investigations and interviews in an ethical manner. To allcw opposing
counsel to be present during any interview of any witness by opposing
counsel, to guard against the dangers of ex parte contacts, wculd obviously
lengthen and make more expensive a discovery process that is arguably
already too expensive, too complicated, and too Ixuxtenscme.

001341
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For the reasons stated above, the Court rules that counsel is not
prohibited from making ex parte contacts with former employees of the
defendant.
A second and equally important matter is the issue of privileged
cxaonmunications. Some of the former employees whom plaintiff's have
contacted and apparently intend to contact may have been parties to
privileged axnmunications during the time that they were employed by
defendant Getty. Those cxnmunications would continue to be privileged and
the defendant would continue to hold that privilege. The obligation imposed
on plaintiff 's attorneys is not to inquire into any privileged
communications.
After reading the materials submitted by the parties, it appears that
plaintiff's counsel has not inquired into privileged matters nor is there
any substantial evidence that privileged cannimicatians have been divulged.
The Court, however, will require that before any ex parte interviews are
conducted by former employees of the defendants1 that a clear warning be
made that plaintiff's counsel is not inquiring into any communications
between the interviewee and the employer's counsel that may be privileged
and further that the interviewee is not to divulge any such ccsnmunications.
In addition, counsel is instructed not to inquire into nor listen to any
such, conmunications.
Based on the foregoing, the court will deny the defendants' request for
sanctions. Plaintiff's counsel is to prepare an order ccnsistant with this

GOLD STANDARD V. AMERICAN BARRICK
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menorandum decision, sutmit it to opposing counsel for approval and then to
the Court for signature in accordance with the local rules of practice.
Dated this

(Q

day of April, 1988.

Frank G. Jfoel
District Court Judge

v
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MINUTE ENTRY
DATED NOVEMBER 18, 1988

Addendum Item Number 3
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County of Salt Lake - State of Utah
JXJJA

, XJn^AdioL
Plaintiff

CASE NO:
Defendant

Type of hearing: Div._
Present: Pltf.
P Atty:
D Atty:
Sworn & Examined:
Pltf:
Others:

Supp. Order.
Other.
OSC._
Summons.
Stipulation.
Waiver
Publication.
j Def^m of P!tf/Deft£ntered
Date: I UEV . H , M \
,
Judge: A ^ a i r t k - ^ A . TU&J1
Clerk: 1J e&0U3~
Reporter:
Bailiff

Annul.
Deft.

Deft:

ORDERS:
D Custody Evaluation Ordered
•
Visitation Rights

•

Custody Awarded To

•
•
•

Pltf/Deft Awarded Support $
x
=
Pltf/Deft Awarded Alimony $
Per Month/Year
Payments to be made through the Clerk's Office:.

•
•

Atty. fees to the
Home To:

•
•
D
•
•
•
•
G
C
G

Furnishings To:
. Automobile To:
Each Party Awarded their Personal Property
Pltf/Deft. to Maintain Debts and Obligations
Pltf/Deft. to Maintain Insurance on Minor Children
Restraining Order Entered Against.
Pltf/Deft. Granted Judgment for Arrearage in the Sum of $.
90-Day Waiting Period is Waived
Divorce Granted To
As.
Decree To Become Final: Q Upon Entry
Q 3-Month Interlocutory
Former Name of

G

Based on the failure of Deft to appear in response to an order of the court and on motion of PItfs counsel, court
orders
/
shall issue for Deft
Bail.
Returnable

G

Based on written stipulation of respective counsel/motion of Plaintiff's counsel, and good cause appearing therefor,
court orders the above case be and the same is hereby dismissed without prejudice.

G

Based on written stipulation of/espective counsel/motion of Plaintiff's counsel, court orders

fW>

Cr^bJ JAJU^K

\A.^

•

Per Month
Alimony Waived
G Deferred

in the amount of

vAd/UTAJ^ g*x

^ A V

rv.

A.

A

Is Restored
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MEMORANDUM DECISION
DATED NOVEMBER 23, 1988

Addendum Item Number 4
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IN THE DISTRICT COURT OF THE THIRD JUDICIAL DISTRICT
IN AND FOR SALT LAKE COUNTY, STATE OF UTAH

GOID STANDARD, INC.,
Plaintiff,

MEMORANDUM DECISION

vs.
AMERICAN BARRICK RESOURCES
CORPORATION; BARRICK MERCUR
GOLDMINES, INC.; TEXACO, INC.,
(a severed party); GETTY OIL
COMPANY; GETTY MINING COMPANY;
GETTY GOLD MINE CCMPANY; and
JOHN DOES I-X,

Civil No. CV-86-374

Defendant.

Now before the Court is defendants, Getty Oil Company and Getty Mining
Company (Getty) Motion for a Protective Order pertaining to two documents: a
Memorandum from C. J. Kundert to J. M. Mintz dated July 13, 1984 and a
Memorandum from J. M. Mintz to H. E. Wendt dated July 16, 1984. After oral
argument on November 15, 1988 the Court took the matter under advisement and
new rules as follows:
First, the Court is of the opinion that the documents in question are
work product prepared in anticipation of litigation.
Second, the Court is of the opinion that defendant Getty has not waived
its right to assert the work product doctrine with regard to these
documents.

In this age of conplex commercial litigation \diere cases such as

this involve the production of huge numbers of documents, there must be a

nnQ9C9

(2)

mechanism and an opportunity for parties, who have taken reasonable
precautions to prevent inadvertent disclosure of protected documents to
retract such documents that may have been inadvertently produced.

This

position is all the more compelling under the facts of this case where the
documents in question were obtained from Getty's files by a fonrver Getty
employee, and thereby ultimately made available to opposing counsel.

The

Court has previously ruled in this case that plaintiffs' counsel may
unilaterally make contacts with former Getty employees. In order for that
position to be sound, the Court must be able to enforce the protections of
the attorney-client privilege and the work product doctrine where documents
falling within those protections are obtained by opposing counsel during
those unilateral contacts.
The Court is further of the opinion that defendants have not acted in a
dilatory manner either in caning to a knowledge of the importance of the
documents in question or subsequently seeking their return.
Lastly, plaintiffs have argued that the work product doctrine is an
immunity from discovery and not a "privilege" concept.

Presumably the

plaintiffs would want the Ccurt to draw the inference that since these
documents where not obtained through formal discovery that the doctrine does
not apply to give the Court authority to order their return.

The Court

simply cannot agree with plaintiffs' counsel as that would be conceding that
the Court is helpless to enforce the work product doctrine as to any
documents that were obtained by whatever means, outside of formal discovery.
The Court grants defendant Getty's Motion for a Protective Order, and
will order that plaintiffs' counsel return to Getty the documents in

nn39fii
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question and that they be used no further in discovery.
Getty is to prepare an order consistent with the Court's ruling in this
matter and submit it in accordance with the local rules of practice.
Dated this &Z>

day of November, 1988.

/n

x^

Frank G. Noel
District Court Judge

MAILING CERTIFICATE

I certify that a true and correct, postage prepaid, copy of the
foregoing Memorandum Decision was mailed to:
Gordon L. Roberts
Scott M. Matheson
Francis M. Wikstrom
John B. Wilson
of and for
PARSONS, BEHLE & IATIMER
185 South State Street, Suite 700
P.O. Box 11898
Salt Lake City, Utah 84147-0898
James S. Lowrie, Esq.
George W. Pratt, Esq.
JONES, WAIDO, HOLBRDOK & MCDONOUGH
1500 First Interstate Plaza
Salt Lake City, Utah 84101
Stephen G. Crockett, Esq.
Robert S. Clark, Esq.
KIMBALL, PARR, CROCKETT & WADDOUPS
185 South State Street, Suite 1300
Salt Lake City, Utah 84111
Robert M. McDonald Esq.
MCDONAID & BULLEN
American Plaza II
47 West 200 South, Suite 450
Salt Lake City, Utah 84106
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AFFIDAVIT OF JOHN M. MINTZ

Addendum Item Number 5

Stephen G. Crockett, Esq. (A0766)
Robert S. Clark, Esq. (A4015)
Jill A. Niederhauser, Esq, (A4641)
Brian J. Romriell, Esq. (A4757)
KIMBALL, PARR, CROCKETT & WADDOUPS
185 South State Street, Suite 1300
P.O. Box 11019
Salt Lake City, Utah 84147
(801) 532-7840
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Mark W. Reinhardt, Esq.
4601 DTC Boulevard
P.O. Box 2100
Denver, Colorado 80237
Attorneys for Defendants Getty
Oil Company and Getty Mining
Company

IN THE THIRD JUDICIAL DISTRICT COURT FOR TOOELE COUNTY
STATE OF UTAH
GOLD STANDARD, INC.,
Plaintiff,

AFFIDAVIT OF
JOHN M. MINTZ

vs.
AMERICAN BARRICK RESOURCES
CORPORATION; BARRICK MERCUR
GOLD MINES, INC.; GETTY OIL
COMPANY; GETTY MINING COMPANY;
GETTY GOLD MINE COMPANY; and
and JOHN DOES I through 10,

Civil No. CV-86-374
Judge Frank Noel

Defendants.

AFFIDAVIT OF JOHN M. MINTZ

John M. Mintz, being first duly sworn, hereby deposes
and says:
1.
employee

of

I am a resident of Glendale, California.
Getty

Oil

Company

and/or

("Getty"), or the predecessor of Getty,
years.

Company

for approximately 3 7

From 1977 to 1984 I was the Production Manager of

Minerals

Division.

California during this period.
Getty Mining Company
retired.

Mining

I retired from Getty on approximately September 1, 1984.
2.

Getty's

Getty

I was an

I

was

based

in

Los

Angeles,

I was also Vice President of

from the time it was organized until I

I reported to Ed Wendt, who was the President of Getty

Mining Company.

Chuck Kundert, among others, worked under my

supervision during this period of time.
3.

Until

approximately

the

fall

of

1980, Getty's

involvement in the Mercur project was under my supervision in the
Los Angeles office.

At that time responsibility for Mercur was

shifted to Getty's Salt Lake City office.
4.

In approximately the first week of July, 1984, Ed

Wendt asked me to conduct an investigation about preparation of a
feasibility study for the Mercur project during the time that
Mercur was under my supervision in Los Angeles.

Mr. Wendt told

me that Gold Standard was unhappy with the way the project had
ended up from their standpoint, and was threatening litigation.

I

understood

supervision

that

would

be

the
used

investigation
in

helping

performed
Getty

under

determine

my

what

strategy should be pursued in responding to Gold Standard and in
any litigation that might ensue.
5.

Although I do not recall specifically having a

discussion with Getty's lawyers about the task I was asked to
perform by Mr. Wendt, I understood that he was coordinating with
Getty's lawyers on that subject.
6.

In response to the request of Mr. Wendt, I asked

Chuck Kundert to review the Mercur-related records that were then
located in Los Angeles, and to prepare a memorandum about his
review of those documents.

I specifically asked him to look at

the question of whether a feasibility study was supposed to be
completed, or may have actually been completed, prior to the time
responsibility for the project was shifted to Salt Lake City.
7.
consists

of

Exhibit 401, a copy of which is attached hereto,
my

response

to

Mr.

Wendt's

request,

with

the

memorandum of Mr. Kundert that resulted from my assignment to him
attached thereto.
8.

I do not believe that a feasibility study was

completed prior to the time responsibility was shifted from Los
Angeles to Salt Lake City.

However, based upon my subsequent

review of documents that I understand were given to Gold Standard
in July, 1981, I believe that a feasibility study was in fact
get-afl.rk

2

completed

while

the project

was under

the responsibility

of

Getty's Salt Lake City office and given to Gold Standard, and
that such study meets the requirements of the Operating Agreement
between the parties.

DATED: September \3

, 1988.

}i
w
-• Li—
John M. Mintz
COUNTY OF LOS ANGELES

)

STATE OF CALIFORNIA

)

r

ss

Subscribed and sworn to before me this

I^ i d a y

of

September, 1988.

no^ecfy ^Public
Residing a t
My Commission Expires:

L£» ANGEl£S COUNTY

My cSiTeS^3.1992

v

*

g«t-afl.rk
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CERTIFICATE OF SERVICE
I hereby certify that on the 2*>t/ day of September, 1988
a true and correct copy of the foregoing AFFIDAVIT OF JOHN M. MINTZ
was mailed first class, postage prepaid to the following:
James S. Lowrie, Esq.
JONES, WALDO, HOLBROOK & McDONOUGH
1500 First Interstate Plaza
170 South Main Street
Salt Lake City, Utah 84101
Gordon L. Roberts, Esq,
Francis M. Wikstrom, Esq.
PARSONS, BEHLE & LATIMER
185 South State Street, Suite 700
Salt Lake City, Utah 84111
Robert M. McDonald, Esq.
47 West 200 South, #450
Salt Lake City, Utah 84101

get-af1.rk
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Los Angeles, California
July 16, 1984

TO:

MR. H. E. WENDT

FROM:

J. M. MINTZ

SUBJECT: MERCUR PROJECT

You recently asked about the circumstances of the Mercur Feasibility
Study while Mercur was under Los Angeles Production. Mr. C. J. Kundert made a
review of the Los Angeles files and his findings are in the enclosed memo.
The first major Mercur work was authorized in the 1980 budget when
$1.4 million was approved with $1.2 million for drilling, permitting, land
purchases and environmental data collecting; and $200,000 for metallurgical
studies. Dr. Muessig wrote Scott Smith on 11/9/79 that funds were being
requested to initiate an evaluation program. My follow-up memo to Dr. Muessig,
dated 12/11/79, included a schedule that provided for a feasibility study that
would.allow for a go-no go decision in October 1981. This was to satisfy the
requirements of the Mercur agreement with Gold Standard.
Mr. C. E. Knapp of the Los Angeles staff was given the responsibility
for coordinating this effort during the 3rd quarter of 1979. His preliminary
work was based on a plan that would have a mill that would process both oxidand refractory ore and would payout from the Mercur Hill-Lulu area. Mr. Knapp
prepared a a cursory financial evaluation based on then available data which
indicated the project appeared to have sufficient potential to warrant more
detailed study. After several meetings with Gold Standard, my letter of 6/17/80
outlining the program for the feasibility study was sent to Scott Smith. Bechtel
was awarded a contract to prepare a preliminary engineering and cost estimate
for the mine and mill, which could not be a Final Feasibility Study because of
inadequate data on the deposit. Prior to the completion of the Bechtel study,
Mr. Knapp was transferred to Petrotomics and Mr. F. Wickst staff metallurgist,
was assigned as his replacement. On 10/1/80, one month before the completion
of the Bechtel study, responsibility for the Mercur Project was assigned to
the Salt Lake District.
The Los Angeles staff was not involved in the project to any major
extent after the project was transferred to Salt Lake City. We did not
receive a copy of the Bechtel report or any of the data for changing the mill
circuit from that proposed in the Bechtel study. The part that is most
puzzling to us is the line item in the enclosed Data Room Index that indicates
no feasibility studies for Mercur.

JMMrmm
Attachments
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Los Angeles, California
July 13, 1984

TO:

MR. J. M. MINTZ

FROM:

C. 3. KUNOERT

SUBJECT: REVIEW OF MERCUR PLANS TO PRODUCTION
FROM MIO-1979 TO EARLY 1981
Oata in our files show that we shut-down the Mercur Gold Program in
1976 on the basis of an in-house financial analysis. We had placed Mercur
Gold in our Minerals Reserves category in the January 1, 1975 and 1976
Reportsf prior to the fall in the price of gold* The January lf 1977 Report
shows Mercur Gold as a Pararaarginal Resource in which category it remained
until the report of January 1, 1982 when Reserve status was again attained.
In September 1979 (Item 2 attached)t a proposal for further work on
the Mercur Gold Project was made* Work leading to an interim feasibility
study by late 1980 prior to pilot plant start-up was recommended. "A Final or
Bankable Feasibility Study" would be prepared after drilling is completed and
Pilot Plant report completed in the third quarter of 1981. Preparation of the
document would take an estimated 12 to 16 weeks placing the date of the
availability of the Bankable Document in the last quarter of 1981.
This plan was followed during the course of the Mercur Project under
direction from Los Angeles* Bechtel was awarded the contract to do the
Fngi; .ering and Design work needed for the interim study. The work was to be
completed by November 1980. Items 6f 10f 11,12, and 13 document the selection
of Bechtel and work to be performed.
The Agreement with Gold Standard called for notification of
commission of a feasibility study and supporting documents to be given to Gold
Standard. This was done, see Items 7 f 8, and 9.
As of October l t 1980f the Mercur Project became the responsibility
of the Salt Lake City Office, see Item 15.
Bechtel 9 s work proceeded as planned and an Order of Magnitude
Estimate for Feasibility Study and a Preliminary Engineering and Cost
Estimates of the Mercur Gold Mine and Plant were submitted for review in
November right on schedule, see Item 18. We do not have records of the date
of Getty#s receipt of Bechtelfs Reports after final typing. Please note that
the data we do have, Items 18, 19 and 21, support the fact that neither report
was intended to be a Final Bankable Document.

To:
Mr. J. M. Mintz
Subject: Review of Mercur Plans to Production
From Mid-1979 to farly 1981
July 13, 1984
Page -2-

During March of 1981, when I began work on the Mercur Ore Reserves,
I discussed the Bechtei studies with Mr~. R. L. Hautala. Salt Lake was acutely
aware of the requirement in the Gold Standard Agreement to have a feasibility
study on the Project. I explained to Hautala that, in my view, the Bechtei
work could ncrt be used as a final Feasibility Study.. Bechtei had not
reviewed the geology and ore reserves because updated data were not available;
thus the document was incomplete.
I cite Utah's Fscondida study as an example. Utah did the reserves
and nine planning in-house, but had them reviewed and concurred with by an
outside party. Mr. J. P. Oavies, who had intimate knowledge of Bechteifs
studies, on separate occasions also told Hautala that the Bechtei study was
incomplete because the geologic and ore reserves data had not been reviewed
and accepted by Bechtei; and economic evaluations had not been prepared by
Bechtei.
We have no knowledge of what documents were submitted to Gold
Standard to satisfy the requirement of the Agreement. We do know that a Final
Document could not have been prepared before May 1981, because the Ore Reserve
Study including geologic cross-sections was not completed until then. The
original timing (Item 2) for completion of a "Final or Bankable Feasibility
Study" in the last quarter of 1981 could have been attained. We do not know
whether a document was prepared. We are concerned that Item 23 uses the words
"Revised Bechtei Feasibility" and, ye*:, Item 24, the Oata Room Index of
material sent by our Salt Lake Office for Mercur, shows NO FEASIBILITY STUDIES
under listing, page 34, VIII.A.3. This, of course, is the most current
document of the 24 Items attached to this memorandum.

<2> Q
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MFRCUR DATA

Item 1 - June 28, 1979:
Memo R. G. 81air to Messrs. Smith/Blanc/Muessig; Mercur Project
Status; Reconmended SLC Program Prior to Feasibility Study by L A, Production
Department.
Page 5 points out thatf "The only feasibility work known to have
been done was a "quickie Mineral Production Department financial analysis
based on the 1976 Mercur Hill-Lulu geologic reserve numbers, the 1976 gold
price at that time, capital estimates furnished by A* H. Ross and Associates
and internally generated raining cost estimates*.
This is correct, the price of gold had dropped and the property
became uneconomic. Our first and second Mineral Reserves and Resources
Reports of January l f 1975 and January lf 1976 carried Mercur as Reserves.
The January 1, 1977 Report showed Mercur as a Paramarginal Resource, in which
castegory it remained until the Report of January lf 1982. In this Report
Mercur again achieved the Reserve status.
Itefl 2 - Septeaber 1?, 1979;
Memo C. Edward Knapp to Mr. J. M. Mintz; Proposed 1980 Expenditure
for Mercur Gold Project Development; with attached memo of September 11, 1979;
C. Edward Knapp to Mr. C, J. Kundert; Status and Proposal for Further Work on
the Mercur Gold Project.
Attached memo states that a cursory financial evaluation showed
respectable economics based on 79 percent recovery and a gold price of $250.00
per ounce. On page two, it is stated that "An interim feasibility report
reviewing ore reserves drilled to date, bench metallurgical tests, more
detailed pit designs, and right of way permits is suggested for late 1980
prior to pilot plant startup." Please note, underlining added by me.
And from page 5: "ft feasibility study for the go, no-go decision to
build the plant can be made after drilling is completed and the pilot plant
report is received in the third quarter of 1981* Analysis of the data and
preparation of this report referred to by Mountain States Research and
Development as the Final or Bankable Feasibility Study, is anticipated to take
12 to 16 weeks at a cost of $100,000 - $150,000."
Please note that this schedule calls for an interim feasibility
study by the end of 1980 with the Final Feasibility Study, or Bankable
Document at the end of 1981.
Item 3 - October 18, 1979:
Letter from N. Gibson ot A. H„ Ross and Associates to Dr. M. L.
Jansen; Mercur Gold Technology,

nno^Ao
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Gibson's letter points out that results of'drill corensamples
indicated that 80 percent of the ore reserve was expected to yield a gold
extraction of 87 percent; an 84 percent extraction would be attained on 89
percent of the ore reserve.
the project was not financially attractive
when previously reviewed in June 1977 by A. H. Ross and Associates.
Item 4 - November 9. 1979;
Letter from Siegfried Muessig to Mr. Scott L. Smith. This letter
was written to update Mr. Smith on what had happened at Mercur since the
signing of the operating agreement between Getty and Gold Standard, Inc. in
December 1973. The sixth paragraph states that "In 1976 a preliminary mine
feasibility and financial analysis of the gold resources found at Mercur
showed that the deposits could not be economically mined, at the gold prices
then prevailing." The letter goes on to inform Mr. Smith that 1980 funding in
excess of SI million has been requested of Getty's management.
Itea 5 - December 11, 1979:
Memo from J. M. Mintz to Dr. Siegfried Muessig; Mercur Development.
Memo points out that a preliminary financial analysis based on a total of 13
MM tons of ore containing 990,000 ounces of gold had been prepared. About
one-half of the ore was proven and the 1980-81 drilling was designed to prove
the balance.
Item 6 - March 13. 1980:
letter from H.- C. lynch of Bechtel Incorporated to Mr. C. Fdward
Knapp; subject matter is Proposal for Feasibility Study, Mercur Gold Project,
Utah. The letter states that the proposal is to complete.the work by October
1 for a go-no go feasibility study.
Item 7 - May 14. 1980:
Memo from C. Fdward Knapp to Mr. J. M. Mintz; Mercur Agreement with
Gold Standard, Inc. Memo points out that: "The agreement with Gold Standard
Incorporated, Mho holds part Interest, states that notification of commissioning
a feasibility study and supporting documents must be given to them."
Item 8 - June 19. 1980:
Memo from C. J. Kundert to Mr. J. M. Mintz; Mercur Meetings - GOC
and Gold Standard Representatives, June 17, 1980. The memo states that: "Smith
was in favor of the feasibility study, and stated that Gold Standard would
participate in the cost."

002707
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Attached letter to the above memo from J. K. Mintz to Mr. Scott L.
Smith; June 17, 1980; states that: "Getty Oil Company proposes to commission
a feasibility study to determine the technique and cost to mine the gold
contained in the Mercur Project area."
Itea 9 - June 20, 1980
Memo from J. M. Mint/ tu Mr. H. t. Wendt; Mercur Project - Tooele &
Utah Counties, Utah.
The evaluation program tor the Mercur Project provides for the final
feasibility study for the project. Bechtel was selected to do the work.
Please refer to Item 2 - this would no* be the final feasibility
study; but the interim study., with the final study due in the last quarter of
1981.
Itea 10 - June 20, 1980:
Letter from J. M. Mintz to Mr. R. C. Clemons of Bechtel Incorporated.
The letter informs Bechtel of their selection to do the Mercur work with the
goal for completion of November 1, 1980. This reinforces the fact that this
x \ U not be the fAtv^X study, but the interim study as outlined in Item 2.
Ite« 11 - June 24, 1980:
Memo from C. Fdward Knapp to Mr. J. M. Min:z; Mercur Status Report
#6, 2nd paragraph states that: "The evaluation of proposals from engineering
firms to conduct the design and cost evaluation for a feasibility study was
completed and the work awarded to Bechtel Incorporated." Please note - the
award to Bechtel was to conduct the design and cost evaluation for a feasibility
study
NOT to make a 'Final Feasibility Study
Iten 12 - June 25. 1980:
6etty Service Contract to Bechtel Incorporated. This is the contract
for Item 9: and is for the "interim feasibility study as outlined in Item 2.
Itea 13 - June 25. 1980:
Letter from R. C Clemons to Mr. ,1 M

Mintz with signed copy of

Item 1
Ite« 14- June 27, 1980:
Conference Notes on Meeting at Hazen Research; Mercur Gold Study for
Getty Oil Company, Bechtel Job 14346. The following two paragraphs outline
the goals of the programs:

002706
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"The meeting was opened at 8:45 a.m. by C / F . Knapp who made a short
introductory statement and then summarized the present status of the
job and ongoing programs and gave some target dates. The target
date for the study phase is raid-November for the development of costs.
If the project should prove viable, start-up is targeted for late
1983. Environmental work is under way and the Environmental
Reconnaissance Study has been completed by TRC, who have submitted a
report. Baseline studies will be starting soon. Metallurgical
research is being performed by Hazen Research under the direction of
A. H. Ross & Associates. Getty has engaged Bechtel to do the
engineering study, and Mintech is working on mine planning and pit
design.
Fd Knapp explained that, while Getty is still drilling to delineate
additional ore reserves, the feasibility study will be based on the
"plum" of the property, which contains sufficient reserves (Getty
prefers the expression "minable mineral resources") for five years
at a treatment rate of 3000 tons per day. Portions of the ore, termed
"refractory" are more difficult to treat than others. The mill should
be designed to handle a feed composed entirely of this worst material
over an extended period of time."
Itea 15 - September 19. 1980:
Memo from H. F. Wendt to R. P. Blanc, J. M. Mintz, S. Muessig; Mercur
Gold Project, Tooele County, Utah.
Effective October 1, 1980, full responsibility of the Mercur Gold
Project is assigned to the Salt Lake City District office.
Please note this is one month before the original goal of completion
of the engineering work being done by Bechtel:
Itea 16 - September 19, 1980:
Memo from C. Edward Knapp to Mr. J. M. Mintz; Mercur Gold Project.
It states that: "The costing of capital and operating requirements is underway
at Bechtel, and is anticipated to be completed in November." And that "The
economic study is anticipated to be completed by the end of 1980".
Please note that this follows the original plan, see Item 2, of an
interim feasibility study completed by the end of 1980; with the final study
planned for late 1981.

_5_

Item 17 - October 30. 1980:
Letter from C. J* Kundert to Mr. A. H. Melsheimer of DeGolyer and
MacNaughton. Letter points out. Number 10, that we (Getty) have not completed
a new study by handf but have relied on our computer program for data. This
signifies that 6etty does NOT have up-to-date geoloqic and ore reserves
sections and plans for the Mercur ore bodies.
Item 18 - November 25. 1980:
Memo from F. J. Nowak to Mr, R I.. Hautala; Mercur Gold Project Bechtel Studies. Memo comments on BechtePs Order of Magnitude Estimate for
Feasibility Study, dated November 5, 1980; and BechteTs Preliminary
Fngineering and Cost Fstimates of the Mercur Gold Mine and Plant dated
November 1980.
These documents were those to be used in the interim study discussed
in Item 2; eventually leading to a Final Feasibility Bankable Document in the
last quarter of 1981.
Item 19 - December 1. 1980:
Letter from R. C. demons of Bechtel to 6etty Oil Company, attention
Mr. William F. Fuller. The letter discusses additional work that was
requested of Bechtel during the course of conducting the Engineering Study for
the Mercur Gold Project.
Item 20 - December 4. 1980:
Memo from R. L. Hautala to J. H. Whitman; Possible Use of Four
Petrotomics Personnel on Temporary Assignment to the Mercur Gold Project.
Memo outlines the need to log some 400 rotary holes drilled at Mercur. The
job was estimated to take 6 months to complete.
These data must be available before a set of geologic ore reserve
sections can be prepared.
Item 21 - January 22. 1981:
Memo from J. P. Oavies to Mr. R. P. Blanc; Mercur Project
Development Schedule. Memo discusses the need for project scheduling
specialists and mentions the Mercur preliminary engineering study of Bechtel.

-6-

Itea 22 - February 22. 1981:
Conference Notes No. 12; for Bechtel Job No. 14346-001. The meeting
was to discuss services that Getty wishes Bechtel to provide in connection
with the Mercur Gold Project and others. Bechtel proposed that this work be
the subject of a new Continuing Services Agreement distinct from the Technical
Services Agreement under which the Mercur Gold fngineerinq Study was
performed.
Itea 23 - June 25, 1981:
Mercur Project Review; note on the second page of data, under (2);
the words "Revised Bechtel Feasibility" are used.
I tea 24 - Current:
Getty Mining Company/Texaco Mineral Properties, Data Room Index,
page 34: Under VIII.A.3. - No Feasibility Studies.

CJKrpw
7/13/84
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Addendum Item Number 6

Stephen G, Crockett, Esq. (A0766)
Robert S. Clark, Esq. (A4015)
Jill A. Niederhauser, Esq. (A464L)
Brian J. Romriell, Esq. (A4757)
KIMBALL, PARR, CROCKETT & WADDOUPS
185 South State Street, Suite 1300
P.O. Box 11019
Salt Lake City, Utah 84147
(801) 532-7840
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Mark W. Reinhardt, Esq.
4 601 DTC Boulevard
P.O. Box 2100
Denver, Colorado 80237
Attorneys for Defendants Getty
Oil Company and Getty Mining
Company

IN THE THIRD JUDICIAL DISTRICT1 COURT" POP TOOELF' COUNTY
STATE OF UTAH

GOLD STANDARD, INC.,

]

Plaintiff,

i
i

AMERICAN BARRICK RESOURCES
CORPORATION; BARRICK MERCUR
GOLD MINES, INC.; GETTY OIL
COMPANY; GETTY MINING COMPANY;
GETTY GOLD MINE COMPANY; and
and JOHN DOES I through 10,

|
]
]
]
]
]
i

AFFIDAVIT OF
JEFFREY C. COLLINS

vs.

Civil No. CV-86-374
Judge Frank Noel

Defendants.
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AFFIDAVIT OF JEFFREY C. COLLINS
Jeffrey C. Collins,
deposes and says:

being

first

duly

sworn,

hereby

1. I am a resident of Colorado Springs, Colorado. I
was an attorney with Getty Oil Company ("Getty") for
approximately two years. I left Getty in November, 1984.
2. From 1982 to 1984, I was an in-house attorney for
Getty in Salt Lake City, Utah. I reported directly to Mr.
Joseph Berg, III, division counsel, and indirectly to Mr.
Robert Blanc, District Manager of Getty in Salt Lake City,
Utah.
3. Prior to the spring of 1984, I had minimal legal
involvement with the Mecur Gold Mine. Prior to the summer of
1984, however, the other attorneys in Getty's Salt Lake
Office left, leaving me as the only attorney in the Salt Lake
Office. As a result, I was responsible for the legal work
involving the Mecur Mine from the summer of 1984 until
November, 1984, when I left Getty.
4. In early July, 1984, Robert Blanc gave me a copy of
Scott Smith's June 28, 1984 letter, a copy of which is
attached hereto as Exhibit A, and Robert S. McConnell's
September 20, 1983 letter, a copy of which is attached hereto
as Exhibit B.
Mr. Blanc asked that I assist in the
preparation of a response to Scott Smith's letter.
I
coordinated this effort with Amy Etherington, an attorney for
Texaco in New York*
5. At the time Mr. Blanc made his request, I understood
that Gold Standard was threatening litigation on several
issues, including whether or not Getty had performed a
"feasibility study" as required by the Operating Agreement.
6. I further understood that the reason Getty's
management requested my assistance in drafting a response and
coordinating my work with Texaco's legal department was
because of concern regarding threatened litigation by Gold
Standard and the need to consider the legal implications of
such response.
Getty's response to Scott Smith's June 28
letter, dated October 25, 1984, and signed by Ed Wendt, was
intended to serve as a legal document responding to Gold
Standard's allegations (copy attached as Exhibit C).
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7.
I have reviewed the Amended
Complaint
in Gold
Standard, Inc. v. American Barrick Resources, et. al>, Civil
No.
CV-86-374.
The
issues over which we
anticipated
litigation in July, 1984, including the dispute over whether
or not Getty provided Gold Standard a "feasibility study" as
defined in the Operating Agreement, appear to be included as
allegations in Gold S t a n d a r d s Complaint against Getty.
DATED the

2/**

COUNTY OF EL PASO
STATE OF COLORADO
Subscribed and
September, 1988.

day of September, 1988.

)
) ss.
)
sworn

to before

me

this

c* I

day

of

/SrifaL

Notary Public
Residing at:
My Commission Expires:
A^Cojnmtefcn BcpUeoMay A 1MB
3T70 r-rtaiftf*. DrlVD

Comrade aortnos, <iQ **Eg

oo2;'oo

CERTIFICATE OF SERVICE
I hereby certify that on the 23 a

day of September, 1988

a true and correct copy of the foregoing AFFIDAVIT OFJTEFFREY C.
COLLINS was mailed first class, postage prepaid to the following:
James S. Lowrie, Esq.
JONES, WALDO, HOLBROOK & McDONOUGH
1500 First Interstate Plaza
170 South Main Street
Salt Lake City, Utah 84101
Gordon L. Roberts, Esq.
Francis M. Wikstrom, Esq.
PARSONS, BEHLE & LATIMER
185 South State Street, Suite 700
Salt Lake City, Utah 84111
Robert M. McDonald, Esq.
47 West 200 South, #450
Salt Lake City, Utah 84101
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June 28, 1984

Texaco, Inc.
2000 Westchester Avenue
White Plains, MY 10650
ATTN;

Mr. Willis B. Reals
Senior Vice President

Dear Mr. Reals:
It has come to our attention that Texaco has
commissioned the First Boston Corporation to negotiate a s*le
of Getty Mining Company* Inc. As you probably know, Gold
Standard* Inc. is a partner in the Mercur gold mine project
here in Utah which is a part of Getty Mining Company. We
entered into an Operating Agreement with Getty Oil Company on
December 11* 1973 and our respective rights and interests are
still governed by that Agreement as it has been supplemented
through the years.
We want to take this opportunity to express to you
that we are extremely interested in arranging the purchase of
the Mercur operation if Texaco* at a later date* decides to
offer it as a separate entity. If the decision is reached to
sell off separate properties we would appreciate it if you
would consider Gold Standard as the prime candidate. We are
very familiar with the operation and its people* having been
associated with it these past eleven years and being the
original leaseholder* Xn addition* we know the financial
ramifications since we have been seeking financing on the
project for the past three years* working with both commercial
and investment bankers* We are confident that we can be very
aggressive and deliver to Texaco the highest return possible in
the event of a sale of the Mercur mine.
As you say or say not know* we have been engaged in
discussions with Getty over the last three years as to whether
or not we have been treated in accordance with the terms and
Intent of the Operating Agreement a This matter is now in
contention between us and Getty Mining and* shortly before the
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Texaco, Inc#
June 28, 1984
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aequieition of Petty Oil Company by Texaco, X tent a letter to
Getty Mining Company eetting forth, in detail, our poeition
once again and requested that they notify Texaco of Gold
Standard's views and its position with respect to ite legal
rights under the 1973 Operating Agreement* We assumed that
Getty Mining Company had notified Texaco as requested, but we
have subsequently learned that they did not do so. We also
understand that Texaco has initiated actions to sell Getty
Mining Company, which, of course, includes the Mercur Gold
Mine* Therefore, we now feel compelled to communicate with you
directly about our status vis-i-vis Getty Mining Company9s
Mercur Operation*
X am enclosing herewith a copy of my January 12, 1984
letter to Getty Mining Company in which X requested that they
inform potential purchasers of Gold Standard's positions and
views as set forth in that letter* X am also enclosing a copy
of the September 20, 1983 letter from Gold Standard's legal
counsel, Robert S* McConnell, which was referred to in my
January 12, 1984 letter and which summarises the facts about
the unfair treatment Gold Standard received from Getty and his
analyses as to Gold Standard's rights from the general legal
point of view. Although those letters are rather lengthy, I
believe they will give you a general idea of where we stand on
these issues*
In summary, we feel that Getty'e treatment of Gold
Standard during the last few years has been manifestly improper
and unfair under the circumstances, and completely contrary to
our understanding of the intent of the 1973 Operating Agreement
and the spirit of mutual cooperation under which that Agreement
was entered into* Our poeition in that regard is based in part
upon the failure of Getty Mining Company to provide us with the
information and cooperation necessary to enable ue to obtain
commitments from investment bankers and others in our efforts
to finance our 25 percent participating interest in the Mercur
mine* Our poeition ie also based, however, on the more
specific legal grounds as outlined in Mr* McConnell'e letter,
In which he points out that, under our Agreement, the term
"Phase X" means "that period of time commencing at the date of
this Agreement and ending at such time ae a feasibility study
baa confirmed the feasibility of placing in production a
specifically delineated, reasonably sised, contiguous portion
of Said Lands pursuant to Section XV of this Agreement." That
Agreement also providee in Section III.A* that "during Phase I#
Gold Standard shall not be required to expend any funds
whatever on Said Lands . • • "
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Texaco, Inc.
June 28, 1984
page 3

Gold Standard la atill of tha view that, aa a lagal
•attar, tha "feasibility study" which it contemplated by the
above-quoted portions of our Agreement with Gatty aaans, and
was intended by tha partiea to seen, a final outside third
party, independent feasibility study, one which would be
acceptable by the SBC and by the various investment and
commercial bankers as sufficient to support estimates of ore
reserves, etc. and upon which stateaenta with respect to
technical and economical practicability of the project could be
supported. As we see it, Getty Mining Company has failed to
provide Gold Standard with such a "feasibility study" as
specified by the Operating Agreement, and, legally speaking,
the parties as still in "Phase I" under that Agreement. Our
views in this regard are well supported by widely accepted
published material, banking and other lending institutions, the
majors in the mining industry, and a large body of independent
mining and financial authorities.
My reason for the foregoing is to advise you of the
major problems which exist between Getty Mining and Gold
Standard, because we believe these do affect both the worth and
aalability of the Mercur property. Further, we suspect that
you might have a legal disclosure responsibility here, and
therefore should know the facts as we see them.
There is one additional provision of the 1973
Operating Agreement between Gold Standard and Getty to which I
would like to refer and which I feel ought to be taken into
consideration by you at this time. That is, Section IX.A. of
Exhibit "A" (General Conditions), which provides thatt "Ho
party to the Agreement shall voluntarily or involuntarily
transfer its interest in Said Lands, tha Project Property or
the Agreement, or any part thereof, to any other entity, unless
the party proposing a transfer shall have received a bona fide
offer from a paraon, firm or corporation ready, willing and
able to purchase auch interest, and tha interest proposed for
transfer shall have been offered in writing on the aaae terms
and conditions as offered by tha third-party offeror, or a cash
•quivalant, to tha other Participating Partiaa, in accordance
with their raspactiva interesta therein." Aa a result of our
position with respect to tha lack of a faaaibility study from
Oetty, etc., we are obviously of tha view that we are
rightfully conaidered aa a "Participating Party" oven now, and
that, at the very leaat, we are entitled to a formal, final,
independent feaaibility study which will allow ua adequate time
to finance our participating interest. With that in mind, we
feel we would alao be entitled to notice of any proposed sale

Texaco, Inc.
June 28, 1984
Page 4

or transfer of the Mereur Mine and a first right of refusal in
accordance with tha above-quoted language from Section XX*A.
We feel that this is obviously something of which Texaco should
be aware and should be kept in mind in connection with any
contemplated sale of the Mereur Mine, either directly or
indirectly through a sale of Getty Mining Company.
We feel confident that after you have had an
opportunity to review and consider the matters set forth in
this letter and in the various enclosures, you will be able to
understand and appreciate our positions and the reasons why we
felt they should be brought to your attention at this time. I
would have preferred that Getty Mining Company would have
notified you directly of our views and positions but I hope you
will understand why we have felt compelled to do so directly at
this time. We also want to assure you that we are seriously
interested in purchasing the Mereur Mine and we are anxious to
start a dialogue to explore these possibilities.
Z will look forward to hearing froa you at your
earliest convenience with respect to the matters set forth in
this letter.
Very truly yours,
Seott JU.

President
ccs

Robert Blanc
Charles W. Shannon
J. Arthur Knudsen
Stanley Michaelson
Robert S. McConnell
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Salt Larte City
September 20, 1983

Mr. Scott L. Smith
Pres iient
Gold Standard, Inc.
Suite 712 Kearns Building
Salt Lake City, Utah 34101
Re:

N «

J9«*9*C

Mercur Gold Project

Dear Scott:
At your request I have reviewed the various documents,
correspondence and materials in ay possession relating to your
relationship with Getty Mining Company over the last several
years. I have done so with the purpose of providing you with
an objective view of the basic fairness of the treatment you
have received from Getty and with my views as to where you
stand with Getty at tnis time from a general legal point of
view. During the last few years the local Getty operation has
been known variously as tne Minerals Exploration and Production
Office of Getty Oil Company, as Getty Mineral Resources Company
and, more recently, as Getty Mining Company* In this letter I
will refer to the Salt Lake City operation only as "Getty".
One of the first tasks I performed for Gold Standard
was to review the December 11, 1983 Operating Agreement between
Gold Standard and Getty and to discuss it witn you generally.
At that time, I remarked to you that in my view it was an
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Mr. Scott L. Smitn
September 20, 1983
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extremely confusing document to understand and that it
contained several apparent inconsistencies* Those initial
impressions of that agreement have been substantiated Dy the
many disagreements and arguments wnich have ensued during the
last few years over the meaning and intent of various parts of
that Operating Agreement. While it would obviously be
necessary to focus on the specific language in any given case,
it is fair to say that as a general matter if and w.nen any
parts of that Operating Agreement were to become in dispute,
the ultimate resolution would depend in large part upon the
intant of the parties when the document was drafted and upon
the spirit and the circumstances in which the document *as
drafted as well as the way in which the document was carried
out by the parties.
You will also recall tnat on January 21, 1981, after
having spent considerable time and effort in the preparation, I
filed on behalf of Gold Standard a Form 10 Registration
Statement with the Securities and Exchange Commission ("SEC")
for the purpose of registering its securities under the
Securities Exchange Act of 1934. After considerable discussion
with the SEC during the ensuing months, Gold Standard's major
difficulty in obtaining the effectiveness of that Form 10
Registration Statement, as well as being the source of
consideraole subsequent difficulties for the company, was the
fact that the SEC would not accept the Bechtel Report and the
internal Getty memoranda as a "feasibility study." The
"Engineering Study and Cost Estimate of the Mercur Gold Mine
and Plant" by Bechtel Civil & Minerals, Inc. dated June, 1981,
is herein referred to a3 the "Bechtel Report.* I am attaching
to this letter a copy of the October 5, 1981 letter from Mr.
V.J. Lavernoich, Branch Chief of the SEC in which he states
that the Bechtel Report and the internal memoranda and letter
lated July 6, 1981 from Getty to Mr. Scott L. Smith, President
Gold Standard, Inc. "is not a comprehensive feasibility study
and therefore does not support an ore reserve estimate." The
SEC went on to state that "further, the memoranda and the Getty
letter without adequate engineering data to support the
statements as to reserves, cannot support their commerciality.,#
I recall vividly that you had complained to Getty on
numerous occasions during that time period that the Bechtel
Report and the internal Getty memoranda were not sufficient to
constitute a formal final feasibility study which could support
ore reserve estimates, that you had been so informed by your
Technical Committee consisting of extremely experienced mining
peopla, and that you continued to request from Getty additional

Mr. Scott L. Sm\th
September 20, 1983
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engineering data to support the statements as to ore reserves
and their commerciality. I also recall that Getty, while
continuing to express verbally a spirit of cooperation,
steadfastly refused to provide you with any additional
information and continued to insist that the Sechtel Report and
their internal memoranda constituted a feasibility study as
contemplated by the December 11, 1973 Operating Agreement..
That stubborn and obviously uninformed position by Getty not
Dnly caused considerable difficulty with the SEC resulting in
your Form 10 and subsequent Form 10K reports being equivocal as
to whether or not commercial reserves existed on the property,
but also has been the primary source of your inability to
obtain any commitments from investment bankers and others to
finance your 25% participating interest in the project, about
which I will discuss more below.
I sincerely feel that Gold Standard has been seriously
disadvantaged by Getty's failure to acknowledge that the
aechtel Report and the internal Getty memoranda do not provide
Gold Standard with a "bankable" or, more properly, a final
feasibility study which is normal and typical in the mining
industry. In the course of your attempts during the last few
years to obtain financing for a 25% participating interest in
the project, you have been continuously asked by potential
investment and commercial bankers to provide them with
information which would normally be included in such a final
feasibility study and which such financial people require in
order to determine ore reserve estimates and upon which
statements with respect to the technical and economical
practicability of the project could be supported. That
information has not been forthcoming from Getty despite your
repeated requests. From my point of view, it seems that it
would not have been difficult for Getty to provide you with
such information but it chose not to do so* Getty therefore,
appears to have knowingly pursued a course of action which has
oeen a continuing obstacle to your being aole to fund a 25%
participating interest in the project. Their conduct has been
manifestly unfair under the circumstances and completely
contrary to my understanding of the intent of the parties in
entering into the Operating Agreement and tne spirit of mutual
cooperation in which that was done.
Their action may also amount to an interference witn
your business relationships and a repudiation of tne basic
Operating Agreement.
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I have not conducted an in-depth legal analysis of the
relative positions of Gold Standard and Getty under the
Operating Agreement and you have not asked me to do so.
However, I have examined certain portions of that Agreement as
they relate to the requirement of Getty to provide Gold
Standard with a feasibility study. Under that Agreement tne
term "Phase I" shall mean Mthat period of time commencing at
the date of this Agreement and ending at such time as a
feasibility study nas confirmed the feasibility of placing in
production a specifically delineated reasonably sized
contiguous portion of Said Lands pursuant to Section IV of this
Agreement.11 The Agreement also provides in Section III.A char
"during Pnase I, Gold Standard shall not oe required to expend
any funds whatever on Said Lands. . • M . It is my view that tne
"feasibility study" which is contemplated by the Agreement
means, and was intended by the parties to mean, a final
feasibility study, one wnich would be acceptable by the SEC and
by the various investment and commercial oankers 43 sufficient
co support estimates of ore reserves and upon which statements
with respect to technical and economical practicability of the
project could be supported. I am confident that this position
could be substantiated and thoroughly documented by numerous
industry experts and through the normal course of business and
practice in the mining industry. The full and detailed
requirements of a properly developed final project feasibility
study are well known and accepted in the industry and the
various letters from Gold Standard to Getty in April and
November of 1931, as well as the numerous verbal requests
referred to above, adequately describe the overall requirements
of those portions of the feasibility study which are required
by Gold Standard and which have not oeea forthcoming from Getty.
Even without considering the failure of Getty to
provide Gold Standard with a final and usual feasibility study,
my file is replete with references to the totally inadequate
flow of information and data to Gold Standard which has oeen,
requested from Getty during the last few years. Gold Standard
specifically requested information in letters of April o, 1981
and November 27, 1981 and in frequent further telephone and
personal requests both before and after those dates. Instead
of receiving the requested information in a usable form. Gold
Standard has received only bits and pieces of information, most
of it oral, and most of which has been more or less
continuously revised in such critical feasibility areas as ore
reserves, ore grades, mining schedules, metallurgical recovery
and other related cost estimates, all of which is the type of
information which must be pinned down in a supportable manner
00048702
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in a true final feasibility study in order to be of any use co
Gold Standard or its bankers in evaluating the projects In
t/iis regard, and based upon ray review of tne Operating
Agreement and the facts described above, I am very much of the
view -hat *.n excellent case could be made that under the
circumstances the Bechtel Report, together with the internal
Getty memoranda and the related correspondence to date, does
not amount to a "feasibility study11 as contemplated by the
Operating Agreement and that, legally speaking, the parties are
still in "Phase I" under the Agreement.
I am also of the view that the correspondence to date
between Gold Standarl and Getty does not show acceptance by
Gold Standard of the combination of the Becntel Report and the
internal Getty memoranda as a "feasibility study" and tne fact
that Gold Standard paid for its share of the "faasioility
study" at the request of Getty would not change my view in that
regard in light of tne pressure and duress under which Gold
Standard was placed by Getty in connection with Getty's
insistence that Gold Standard make such payment.
I am attaching hereto a chronological summary of many
of the important events which have transpired between Gold
Standard and Getty over the last few years* This will give you
a handy reference to the various relationships in time during
which most of the important events have occurred relating to
Zoiz Standard's efforts to fund its 25% interest in the Mercur
Gold Project. I will not discuss each event separately but
will comment on some of the more notable events and their
significance at this time.
I have already mentioned the events relating to the
feasibility study, or the lack thereof. On July 21, 1931 Gold
Standard received a letter from Getty approving the "initial
mine work plan"• That letter was signed by both Getty and Gold
Standard. As a condition to that approval, however, Getty
retained the option to approve or disapprove the completion of
the project at any time prior to March 31, 1982. Getty also
"agreed" in that letter not to convert Gold Standard to a 15%
net profits ir.terest under the Agreement before January 1,
1982* On December 17, 1931 3ob Blanc of Getty sent a letter to
Goli Standar-i purporting to respond to Gold Standard's previous
requests for more feasibility study-type information and in the
process Getty extended from January 1, 1982 to February 1, 1982
its agreement not to convert Gold Standard to a 151 net profits
interest. At that time, however, Blanc and Getty insisted that
Gold Standard confirm in writing to Getty by January 1, 1982
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wnether Gold Standard intended to be a 25% participating
party* Blanc stated that tne "local district's present
authorizations to proceed" with the project were contingent on
Gold Standard being a 25% participating party. In effect/
Getty was telling Gold Standard at this tine that Getty may not
go ahead with the project unless Gold Standard elected to be a
251 party. However, Getty was also saying, in the form of the
positions it had taken with respect to the feasibility study
information and otherwise, that it would not give Gold Standard
sufficient information to determine whether it should be a 25%
participating party or be able to fund that 25% interest if it
should decide to do so* Getty w*s also telliag Gold Standard
at that time that Gold Standard oust aaks its election even
before Getty itself decided to proceed with the project. In my
view, the position being taken by Getty at that time was
manifestly unfair to Gold Standard and was a blatant jse of the
power which Getty had over Gold Standard as well as a
substantial departure from the spirit and intent with whicn
both parties entered into the Operating Agreement originally.
Since that time Getty has maintained essentially the
same position vis-a-vis Gold Standard and its atteapts to fund
the 25% participating interest* On March 2, 1982 you and I on
behalf of Gold Standard met with Bob Blanc, Joe Berg and 3ob
Hautsla at Getty's offices to discuss these matters. Among
other things, it was determined at that meeting that Getty
would continue to full production to be scheduled for July of
1383. Getty's decision was based upon Getty's funding 100% of
the project and Gold Standard being in a 15% net profits
position effective July 6, 1981. At that meeting, Getty
refused to grant Gold Standard any further time to fund its 25%
participating interest in spite of having it pointed out to
them the basic unfairness in the previous positions which they
had taken. Getty agreed, nowever, that they might recommend to
Getty's top management a '•reasonable proposal" which Gold
Standard might bring to them for funding a 25% interest
assuming that it was ''mutually agreeable" to both parties. In
a subsequent letter from Getty, Getty placed a deadline of
December 31, 1982 on its williugness to possibly consider any
such proposals from Gold Standard.
Since that time you have been diligently pursuing
various alternatives for financing Gold Standard's 25%
participating interest. It is obvious, however, that you have
been greatly hampered in such efforts by three basic facts:
(1) Gold Standard has never received a final formal
comprehensive feasibility study which it has needed in order to
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ootain the necessary financing; (2) Getty's prior insistence
that Gold Standard elect between a 25% interest and a 15% net
profits interest even before Getty itself made a decision to go
ahead with the project and at a time when Gold Standard still
had not obtained sufficient information from Getty to
accomplish sucn financing; and (3) Getty's continual and
substantial lack of cooperation since that time in connection
with Gold Standard's efforts to finance its 25% participating
interest. Although there are several, two examples of Getty's
continiiag IncK of cooperation as referred to in (3), above,
*re as follows:
1.
In the fall of 1982 a strong interest was being
expressed in assisting Gold Standard in funding its 25%
interest from a group of investors from Kuwait. You informed
Getty of this interest immediately and a telex was received by
Getty on October 7, 1982 seeking some expression of support and
cooperation from Getty. Several weeks passed without any
response from Getty and you attempted numerous times to
determine why Getty had not responded in any manner whatsoever
except to delay the matter on an indefinite basis.
Approximately one month later Getty responded by questioning
certain aspects of their proposal relating to the tax
advantages which might possibly be available to Getty in this
connection. Thereafter, Gold Standard incurred considerable
expense to have the entire situation reviewed by Ron Cutshall
of our office, an extremely capable tax attorney. The results
of that tax review were transmitted to Getty on or about
November 3, 1982 in the form of an opinion that the
disproportionate tax allocation in the Kuwait proposal was
possible. Once again, there was a lengthy and, in ray view,
unreasonable delay from Getty until finally on December 13,
1982 Getty acknowledged that the tax proposal would in fact
work and that they would receive the proposal and review it
while still giving no assurance to Gold Standard that they
would recommend it to top management and, of course, as to
whether Getty's top management would approve it. 3y that time
Getty's previously establisned time limit of December 31, 1932
had about expired leaving Gold Standard with very little
alternative but the Kuwait proposal. Even so, Getty refused to
make any further commitments which, of course, along with the
previous delays from Getty and Getty's apparently uncooperative
attitude, resulted in the Kuwaits and the broker that was
representing them concluding that Getty was not sufficiently
interested to justify their curther interest in the project and
they withdrew any further interest. Although it is difficult
to know for certain, it is not difficult to view the
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uncooperative nature of Getty and the long delays caused by
them as a deliberate attempt to push Gold Standard up """against
the December 31, 1932 deadline with no further hope of funding
the 25% interest.
2.
A second example of tne frustrations encountered
by Gold Standard due to Getty's basic uncooperative attitude
involved the interest which surfaced on behalf of Smith Barney,
Harris Upham & Co., the nationally recognized investment
banking firm, in the spring of 1983. Once again, Getty's local
people were giving you verbal assurances that they would be
cooperative and expressed a continuing willingness to look at
proposals from Gold Standard for funding the 25% interest for
an indefinite period. In fact, Getty even signed a letter with
Smith Barney and Gold Standard on March 8, 1983 setting forth
tne basic perimeters of Smith Barney's proposal to assist Gold
Standard in funding the 25% interest. Since that time,
however, Smith Barney has been totally frustrated in obtaining
any specific feasibility study-type information from Getty and
by Getty's continuing refusal to make any commitment beyond the
previously expressed possibility that it might present a
"reasonable proposal" to Getty's top management if Getty's
local people felt so inclined to do so.
There have been several other investment banking firms
and commercial banks wnich have expressed serious interest in
funding a 25% participating interest for Gold Standard.
However, such interest has one by one faded upon learning that
no hard facts were available from Getty and that Getty would
make no additional commitments. While Getty could obviously
see that Gold Standard was attracting serious interest from
nationally recognized investment and commercial banking
sources, Getty steadfastly refused to give Gold Standard wnat
it needed, that is a commitment that if Gold Standard could
obtain the funding Getty would allow Gold Standard back in for
a participating interest of some sort.
During the past year or so since the March 2, 1982
decision by Getty to proceed with the project with Gold
Standard as a 15% net profits interest, Getty has presented
Gold Standard with periodic accountings of "advances receivable
and net profits computation on a quarterly basis." The most
recent'of such statements was received on August 1, 1983 wnich
shows that Gold Standard owes as "advances receivable" plus
interest for project expenditures made by Getty on behalf of
Gold Standard representing 25% of costs from July 6, 1981
through February 28, 1982 in the amount of $3,679,963.26.
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* \ g\

Mr. Scott L. Smith
September 20, 1983
Page 9

Without going into undue detail, suffice it to say that this is
an additional example of the unfair exploitation of Gold
Standard's situation which has characterized the relationship
between the two parties for some time. During tne March 2,
1982 meetings it was agreed by all concerned that after Getty's
decision to proceed with full production at the Mercur Gold
Project, Gold Standard would revert to a 15% net profits
interest effective July 6# 1931 and that all the capital
expenditures by Getty after July 6, 1931 would be recouped as
if Gold Standard's 15% net profits interest nad commenced on
July 6, 1981. It was specifically agreed that post July 6,
1931 expenditures would not be owing and payable by Gold
Standard in a lump sum upon reversion to such 15% net profits
interest. This was referred to specifically at that meeting as
M
double dipping" which was agreed oy all present would not take
place and was not contemplated by tne Operating Agreement.
Nevertheless, Getty continues to present statements to Gold
Standard demanding that such post July 6, 1981 expenditures be
paid up front which is exactly the "double dipping" whicn was
agreed would not take place.
In summary, it is my feeling that Gold Standard has
been and continues to be treated unfairly by Getty. Gold
Standard nas been and continues to be in the position that it
is unable to make its own independent assessment of the
economic practicability of the project witnout the final ,
feasibility study called for by the Operating Agreement which
it has not as yet received from Getty, as explained aoove. In
addition, that basic unfairness has been compounded time and
again by Getty's refusal to give meaningful cooperation to
those parties expressing an interest in assisting Gold Standard
in its funding efforts and in refusing to make any commitments
which were obviously needed by Gold Standard in order to have
any success in such financing efforts.
In looking back over this situation I commend you for
the abundance of patience which you have shown in the face of
the unfairness and lack of cooperation which have been
forthcoming from Getty. However, based upon my review it is my
feeling that you have good cause to complain about the
treatment you have received from Getty and in my view you have
the basis of a possible legal action against Getty for the
damages Gold Standard has obviously suffered and will continue
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Mr. Scott L. Saitn
September 20, 1933
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to suffer as a result of the basic unfairness towards Gold
Standard which I have described above.
Very truly yours,

Robert S. McConnell

(^

0152M
RSM

00048708

EXHIBIT C
Getty Mtfiing Company J 3810 Wilshire Boulevard. Los Angeles. Ca!i1om;a 90010 • Telephone (213) 739-2^85
H E Wenoi. President and Genera! Manager

October 25, 1984
Mr* Scott L. Smith, President
Gold Standard, Inc.
712 Kearns Building
Salt Lake City, Utah 84101
Re:

MERCOR GOLD MINE

Dear Mr. Smith:
Your letter of June 28, 1984, addressed to Mr. Willis B.
Reals, Senior Vice President of Texaco Inc., has been received
and thoroughly reviewed by Mr. Reals and others at Texaco Inc.
Understanding that a response thereto is appropriate, a copy of
said letter, together with the January 12, 1984, letter attached
thereto, has been forwarded to me. The views and concerns expressed in your letter have been thoroughly considered by Texaco
and Getty. In addition, a voluminous correspondence file,
together with the 1973 Operating Agreement, have similarly been
carefully reviewed.
From all of the information available, it appears that Getty
Mining Company has conducted its affairs, particularly with
respect to the interests of Gold Standard, Inc., in accordance
with the letter and spirit of the 1973 Operating Agreement. Gold
Standard approved commission of the feasibility study at the joint
venture meeting on June 17, 1980, received a copy of said study on
December 31, 1980, and eventually paid its 25% share of the
$282,340.00 total cost of the study. When Gold Standard was not
able to contribute its 25% share of Phase II expenses during 1982,
Getty exercised its option under Section II-E of the General Conditions, Exhibit A to the Operating Agreement, and converted Gold
Standard1s 25% Participating Interest to a 15% Net Profits Interest.
In letters dated March"15, 1982, an4 May 6, 1982, you acknowledged
this conversion and its effective date, July 6, 1981.
Your claim, statfed in your June 28, 1984, letter, that Gold
Standard has a 25% Participating Interest under the 1973 Operating
Agreement, is simply contrary to a long series of facts and admissions. The basis for your claim, i.e., an alleged deficiency in
the feasibility study and the assertion that Phase I has never
ended, seems a lame excuse when one realizes that for the past four
years Getty Mining Company has proceeded with Phase II development
and mining in accordance with the feasibility study, and with the
foreknowledge and consent of Gold Standard. From the evidence
reviewed, it appears that Getty Mining Company has cooperated to an
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October 25, 1984

unusual degree with Gold Standard in its continuing unsuccessful
effort to raise the funds needed to meet its obligations as a
participating party* It was only after many months of continued
inability by Gold Standard to raise funds, that Getty was forced
to exercise its option to permanently convert the 25% Participating
Interest into a 15% Net Profits Interest.
As the correspondence file makes abundantly clear, Gold
Standard's 15% Net Profits Interest was never convertible or
redeemable back to a 25% Participating Interest, unless the parties
were to so mutually agree. Any opportunity for such a mutual
agreement has long since expired.
Your interest in finding a buyer for the Mercur Mine, and the
need to comply with all provisions in the 1973 Operating Agreement,
are duly noted. At this time, Texaco and Getty have made their own
arrangements and your assistance will not be needed. Should you
feel the need to communicate further regarding this matter, please
address all communications to the undersigned.
Sincerely,
GETTY MIKING COMPANY

H. E. WENDT
HEW:ems
cc:

Mr. Willis B. Reals
Mr. Robert P. Blanc
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Stephen G. Crockett, Esq. (A0766)
Robert S. Clark, Esq. (A4015)
Jill A. Niederhauser, Esq. (A4641)
Brian J. Romriell, Esq. (A4757)
KIMBALL, PARR, CROCKETT & WADDOUPS
185 South State Street, Suite 1300
P.O. Box 11019
Salt Lake City, Utah 84147
(801) 532-7840
Mark W. Reinhardt, Esq.
4601 DTC Boulevard
P.O. Box 2100
Denver, Colorado 80237
Attorneys for Defendants Getty
Oil Company and Getty Mining
Company

IN THE THIRD JUDICIAL DISTRICT COURT FOR TOOELE COUNTY
STATE OF UTAH
GOLD STANDARD, INC.,
Plaintiff,
vs.
AMERICAN BARRICK RESOURCES
CORPORATION; BARRICK MERCUR
GOLD MINES, INC.; GETTY OIL
COMPANY; GETTY MINING COMPANY;
GETTY GOLD MINE COMPANY; and
and JOHN DOES I through 10,

i
|
i
i
]
)
]
]
i

AFFIDAVIT OF
ROBERT S. CLARK
IN SUPPORT OF MOTION
FOR PROTECTIVE ORDER

Civil No. CV-86-374
Judge Frank Noel

Defendants.

Robert S. Clark, being first duly sworn, hereby deposes
and says:
1.

I am an attorney licensed to practice law in the

State of Utah, and am one of the counsel of record for defendants

nno^oK

Getty Oil Company and Getty Mining Company (collectively "Getty")
in this action.
2.

I have assisted in the defense of this action for

Getty from February, 1987 to the present time.

As counsel for

Getty, I have been involved in Getty's production of documents in
response to requests of Gold Standard.
3.

In September, 1987, we received from Parsons, Behle

& Latimer a copy of the Affidavit of Charles J. Kundert, dated June
1, 1987 (the "Kundert Affidavit") (attached to Getty's Memorandum
in Support of Motion for Protective Order filed contemporaneously
herewith) .

Attached to the Kundert Affidavit was a copy of a

memorandum prepared by Charles J. Kundert addressed to J. M. Mintz,
dated July 13, 1984 (the "Kundert Memorandum"), and a memorandum
prepared by J. M. Mintz addressed to H. E. Wendt dated July 16,
1984 (the "Mintz Memorandum") (both such memoranda are attached as
Exhibits to the Kundert Affidavit).

I understand that Parsons,

Behle received a copy of the Affidavit from Mr. Kundert within a
few days prior to the time it was given to us.
4.

In November and December 1987, I assisted in Getty's

preparations precedent to producing documents to Gold Standard.
At that time, we had over 49,000 pages of documents which were
reviewed prior to their production to Gold Standard.

A team of

attorneys and paralegals participated in screening the documents
to

select

documents

that potentially

protected by the work-product doctrine.

getty/g002.rk
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were privileged

and/or

5.
carefully

Following an initial screening, the documents were

reviewed

and

determination was made.

an

initial

privilege/work

We then reviewed the selected documents

and consulted with in-house counsel for Getty.
decision

regarding

product

privileged

and work-product

We made a final
documents and

produced a privilege log to reflect those documents which were
withheld under the attorney-client privilege and work-product
doctrine.
6.

On December 29, 1987, we began our production of

documents which continued into January of 1988.

Throughout this

process, Getty always intended to protect and assert its attorneyclient privilege and work-product protection to the maximum degree
available and has not intentionally waived any of these privileges.
7.

Prior to the production of documents, we had read

the Kundert Affidavit and the attached Kundert and Mintz Memoranda.
The Kundert Affidavit suggests that he prepared the July 13, 1984
Memorandum in response to inquiries from potential buyers of the
Mercur Mine.

Prior to our production of documents, we had no

reason to question this explanation of the purpose and background
behind the July 13, 1984 Memorandum.

The explanation in the

Affidavit of the purpose of Kundert's Memorandum led us to conclude
that no attorney-client or work-product protection was available
respecting the document. Consequently, the Kundert Memorandum and
Mintz Memorandum were produced as part of Getty's production of
documents.

getty/g002.rk
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8.

In June 1988, while in interviews conducted in

Houston, Texas in preparation for the depositions of Willis Reals,
a Texaco vice president, and Ed Wendt, the former president of
Getty Mining Company, it became apparent that a connection probably
exists between a request Reals made to Wendt and others on June 29,
1984, for legal advice concerning a perceived threat of litigation,
and the preparation of the Kundert and Mintz Memoranda several days
later.
9.

We promptly informed Gold Standard of this concern

and began an investigation into the background behind the documents
involved.

This investigation has included interviews with former

Getty management employees and former Getty attorneys.

John M.

(Jack) Mintz and Jeffrey C. Collins both appeared to have important
knowledge relevant to the issue. Unfortunately, Mr. Mintz was out
of the country for an extended vacation when we first attempted to
contact him, and Mr. Collins has for the past several weeks been
involved in business affairs that take him regularly to Alaska.
In my letter of July 6, 1988 to George Pratt

(attached) , I

explained the situation with respect to Mr. Mintz' availability and
Getty's position with respect to these documents.

We have now

received an affidavit from Jack Mintz, and have been told that an
affidavit will be sent to us soon by Jeff Collins. Such affidavits
detail these individuals' respective understandings of the events
relating to Gold Standard's threat of litigation and their personal
involvement in responding to that threat in 1984.

getty/g002.rk
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10.

As a result of this investigation, we have concluded

that the Kundert and Mintz Memoranda were in all likelihood
prepared as part of a response to a perceived threat of litigation
and should be protected from discovery under the work-product
doctrine of Utah R. Civ. P. 26(b)(3).
11.

In July, 1988, I asked George Pratt, one of the

attorneys representing Gold Standard, where they first obtained a
copy of the Kundert Memorandum.

He told me that they first

obtained that document from Richard Klatt.

DATED this

day of September, 1988.

Robert S. Clark
STATE OF UTAH
COUNTY OF SALT LAKE

)
: ss.
)

SUBSCRIBED AND SWORN to before me this Z2sid

day of

September, 1988.

My Commission Expires:

getty/g002.rk
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CERTIFICATE OF 8ERVICE
I hereby certify that on the ,£^/day of September, 1988
a true and correct copy of the foregoing AFFIDAVIT OF ROBERT S.
CLARK IN SUPPORT OF MOTION FOR PROTECTIVE ORDER was mailed first
class, postage prepaid to the following:
James S. Lowrie, Esq.
JONES, WALDO, HOLBROOK & McDONOUGH
1500 First Interstate Plaza
170 South Main Street
Salt Lake City, Utah 84101
Gordon L. Roberts, Esq.
Francis M. Wikstrom, Esq.
PARSONS, BEHLE & LATIMER
185 South State Street, Suite 700
Salt Lake City, Utah 84111
Robert M. McDonald, Esq.
47 West 200 South, #450
Salt Lake City, Utah 84101
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LAW OFFICES OF

KIMBALL, PARR, CROCKETT & WADDOUPS
A PROFESSIONAL CORPORATION

SUITE 1300
183 SOUTH STATE STREET
POST OFFICE BOX 11019
SALT LAKE CITY. UTAH 84147
TELEPHONE (801) 3 3 2 - 7 8 4 0

ROBERT S . CLARK

July 6, 1988

HAND-DELIVERED
George Pratt
Jones, Waldo, Holbrook & McDonough
1500 First Interstate Plaza
170 South Main Street
Salt Lake City, Utah 84101
RE:

Gold Standard, Inc. v. American Barrick, et. al.

Dear George:
As a follow-up to this morning's telephone conversation,
I am sending this letter to clarify Getty's position on matters
which we have discussed.
A.

Scheduling of Charles Kundert's Deposition

Although we do not control Mr. Kundert, we object to your
attempt to go forward with Charles Kundert's deposition during the
week of July 11-15, 1988. On Friday morning, July 1, 1988, prior
to the time that Gold Standard served notice of Kundert's
deposition, we informed you that Getty would not be in a position
to proceed with Kundert's deposition during the week of July Ills, 1988. We reaffirm that decision.
As we discussed last Friday and in subsequent
conversations, there are several reasons for that decision. First,
John Ramsey, senior counsel for Texaco, has in-house responsibility
for this case and has closely monitored its progress. He needs to
attend Kundert's deposition but has prior commitments next week
which he cannot alter. In addition, recent events have alerted us
that certain documents involving Mr. Kundert are probably protected
under the work product doctrine. Getty has reason to believe that
Mr. Kundert's Memorandum to J.M. Mintz dated July 13, 1984, was
prepared in anticipation of litigation between Gold Standard and
Getty concerning issues in this law suit. Getty is researching the

George Pratt
July 6, 1988
Page 2

law and investigating the underlying facts which support its work
product claim.
In order to complete our factual investigation, we must
contact Mr. J.M. Mintz concerning the documents, the purppse of
their preparation, and the relationship of the documents to
anticipated litigation and legal advice. Unfortunately, after our
conversation this morning, I was informed that Mr. Mintz is out of
the country and cannot be contacted until his return.
His
testimony is critical to this issue.
Until the work product issue is resolved as to Mr.
Kundert#s Memorandum and related documents, it would be counter
productive to both sides to schedule and take his deposition.
Furthermore, before his deposition can be taken, we need to meet
with him and review the relevant documents. As a result, we will
not be in a position to produce Mr. Kundert until the work product
issue is resolved and we can schedule time to meet with Mr. Kundert
prior to commencing the deposition.
Mr. Kundert has indicated that he is in the process of
selling his home and moving, making scheduling later in July or
August difficult. He will, however, be available after the first
part of September.

B. Motjon for protective oyd^r
As discussed above, we intend to file a motion for a
protective order as soon as reasonably possible. Until the factual
investigation is completed, however, the motion would be premature.
As a result, we will not be able to immediately file the motion.
As soon as our factual inquiry can be completed we will file the
motion for a protective order.
C.

Scheduling and Effect on Toronto Depositions

Gold Standard has indicated its concern that Getty's
efforts to protect certain documents under the work product
doctrine will impede Gold Standard's ability to depose Peter Bijur
in Toronto during the week of July 25-28, 1988, unless the work
tex-gOll.pls

George Pratt
July 6, 1988
Page 3

product issue is resolved prior to those depositions. As a result,
Getty will stipulate that the documents can be used in the
depositions of Messrs. Bijur and Birchall as long as Gold Standard
agrees that such use will not prejudice any right on the part of
Getty to seek to protect the documents under the work product
doctrine.
Of course, we are not asking you to concede any
arguments you wish to make based upon past use of the documents.
Please contact me if you have questions regarding these
matters.
Sincerely,

Robert S. Clark
RSCrpls
cc:

Fran Wikstrom

tex-gOll.pls
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AFFIDAVIT OF LOUIS C. ROVE, JR.

STATE OF CALIFORNIA
COUNTY OF RIVERSIDE

)
:
)

ss.

LOUIS C. ROVE, JR., of lawful age and being first duly
sworn upon oathf deposes and states:
1.

I am a resident of Palm Springs, California.

2.

From October 14, 1968, through May 31, 1985, I was

employed with Getty Oil Company ("Getty").
3.

From approximately 1980 through the time I left

Getty, I was Division Geologist of the Minerals Division of Getty.
4.

Through my position as Division Geologist, I became

familiar with Getty's policy regarding confidential and
proprietary information.
5. At all times, Getty's policy was to protect and
preserve confidential and proprietary information.
6.

From approximately the summer of 1981 through the

time of his departure from Getty in May of 1985, I was the
immediate supervisor of Mr. H. Richard Klatt.
7.

At the time of his initial employment with Getty,

Mr. Klatt signed an Agreement with respect to protecting and
maintaining confidential information.

A copy of that Agreement is

attached hereto and incorporated herein by reference as Exhibit
"A".

8.

At the time Mr. Klatt terminated his employment with

Getty, he asked me whether he was free to remove any documents
from Getty's offices for his personal files and subsequent use.
9.

In response to Mr. Klatt1s inquiry, I told him that

he could take with him Army Map Service and USGS maps.

I also

told him that he was free to take a copy of a gold report that he
had recently authored.
9.

At no time did I authorize Mr. Klatt, nor did

Getty's policy allow him, to remove confidential or proprietary
information or documents from Getty's offices."
10.

As to all matters testified herein, I either have

personal knowledge or obtained my knowledge through the business
records of Getty.
DATED this 15

day of

uv^v.v.ti.wv.i. ,

j» j

v/^

LOUIS C. ROVE, JR.
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STATE OF CALIFORNIA

)
: ss

COUNTY OF RIVERSIDE
SUBSCRIBED AND SWORN to before me this

/ fi day of

September, 1989.

• * »• • * *
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OFFICIAL SEAL

Notary Public

C. A. AL6RECHT
NOTARY PUBUC • CALf=ORNU
WVERSC6 COUNTY
MrCom.Exp«*S«pt.7, 1?91 P

Residing at: (oCi\

My Commission Expires:

a/ '
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A G R E E M E N T

T H I S A G R E E M E N T , mode this

. /O

day of

A<AY

, 19 — Z { -

. between

G E T T Y O I L C O M P A N Y , a Delaware corporation, herein called "Company", (the word "Company" wherever
utmd herein shall include said Getty Oil Company and all companies which are now or hereafter may be subsidiaries of or controlled by Getty Oil Company), and

//H?<a

lJ*

/?Yct/4lLA

^£<9r7~

herein called " E m p l o y e e " ,
W I T N E S S E T H :
W H E R E A S , Employee is employed by Company and has the opportunity of using Company's tools,
facilities and information and is desirous of continuing said employment,
NOW, T H E R E F O R E , in consideration of the premises and of said employment and the salary paid
therefor, the parties hereto agree as follows:
1.

Employee agrees to use his best efforts and skill during the period of his employment by Compa-

ny in perfecting and devising processes, apparatus and products relating or applicable in any way to the
petroleum industry or to any business or investigation in which Company i s , or hereafter may be, engaged or
interested, and fully and promptly to disclose all of such processes, apparatus and products which he may
conceive, invent or discover during his employment by Company, and any improvements thereof during said
employment, i n writing to Company, its designated agents or assigns, including any which, either solely or
in collaboration with others, he has heretofore devised, conceived, invented or discovered since his employment by Company, or any which he may, solely or in collaboration with others, hereafter devise, invent, conceive or discover during his employment by Company, all of whicn shall be the exclusive property of Company;
and Emp ;*«ee further agrees, on demand by Company and without further consideration, to execute applications thereon for Letters Patent, whether original or substitutes therefor or renewals, divisions, continuations or reissues thereof, of the United States and of any foreign country, together with proper assignments
conveying to Company and its assigns the entire right, t i t l e and interest thereto, including a l l such discoveries
and inventions, whether patented or not, and all patents and patent or other right* arising therefrom; and if
Employee f a i l s or refuses to execute such applications, Company may do so in the name of Employee on behalf of and as agent of the Employee, and for that purpose Employee hereby appoints Company as his attorney in fact to execute such applications and assignments in accordance with the laws of any country
wherein any o r a l l o f such patent applications shall be filed. A l l expenses incident to the preparation,
prosecution and filing of such applications and assignments shall be borne by Company, but Company shall
be under no obligation to protect by patent any such invention, discovery, improvement or device, except at
its own discretion and to such extent as Company shall deem desirable. Employee further agrees that a l l
inventions, discoveries, improvements and ideas relating to the above described processes, apparatus and
products, patented and unpatented, which Employee has made or conceived, wholly or in part, prior to his
employment by Company are listed and described on the reverse side hereof and that there are no others.
2. Employee ogrees, on Company's request, to testify in any proceeding or suit which may arise
in connection with his sole or joint inventions or other information covered hereby, and to do or cause to be
done at the expense of Company any and all acts and to execute any and all documents which Company may
deem necessary or desirable for the full protection thereof, both during and after his employment by Company;
any expense attendant upon such proceedings, suits or acts to be borne by Company. Company agrees to pay
Employee at the rate of one hundred dollars ($100) per day for time actually given by Employee at Company's
request while attending the taking of testimony after termination of his employment by Company.
3.

Employee ogrees not to use or divulge to any third party, during his employment and thereafter,

any confidential, trade secret,or other information,except published information properly in the public domain,
obtained by him while in the Compony's employment, relating to the business of Company or to any of its
processes, apparatus or products, or to any of the inventions, discoveries, processes, apparatus or products
covered hereby, except as required in Employee's duties to Company.
4.

Upon termination of employment, Employee agrees to turn over to Company a l l notes, memoranda,

notebooks, drawings and records in connection with anything done by him during and in connection with his
employment; it being agreed that same and all information contained therein are at all times the sole property
of Company.

"A"

5.

This agreement shall inure to the benefit of and shall be binding upon Company and its succes-

sors and assigns and Employee,his heirs,representatives,executors, administrators, successors ond assigns.
Company may assign this agreement or any inventions, applications, patents or patent rights hereunder,
either in whole or in part. Wherever necessary to the context, the singular shall include the plural.
I N WITNESS WHEREOF, the parties have executed this agreement as of the day and year
above written.

EMPLOYEE

// tiZ/^ /A£&-

GETTY OIL COMPANY
By.

VICE PRESIOENT

WITNESS TO SIGNATURE OF EMPLOYEE

SECRETARY

first
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LETTER FROM ROBERT L. HAUTALA TO SCOTT L. SMITH
DATED JULY 6, 1981

Addendum Item Number 9

Getty 0.1 Company

|

P. 0. Box 15668, 345 Bearcat Drive. Salt Lake City. Utah 84115 • (801) 487-0861

Robert L Hautala, Production Manager
U. S. District Minerals Exploration and Productcn

Mr. Scott L. Smith
President
Gold Standard, Inc.
1019 Kearns Building
Salt Lake City, Utah
REGARDING:

J u l y

6

#

1981

84101

Mercur
Feasibility Study

Dear Mr. Smith:
You were presented a copy of the Mercur Engineering Study,
completed by Bechtel on June 24, 1981. The enclosed internal
memoranda and attached map will supplement that report and form
the Feasibility Study defined in the Operating Agreement. Included
in this folio are the following memoranda referring to the Mercur
project:
1.
2.
3.
4.
5.

Total Reserves
Financial Premises
Capital Expenditure Schedule
Low-Grade Ore Stockpiling
Selective Mining Plan

With this compilation of data, the U.S. Mineral District of
Getty Oil Company will present a financial review of the Mercur
Project to top Getty management on July 8, 1981, and recommend a
"GO" Decision.
The supplemental data will be used as follows:
1.

Total Reserves
The total Mercur Hill-Lulu, Marion Hill-Brickyard and
Golden Gate tailings will be mined in that order.
Inferred reserves will be used only in risk and sensitivity analyses.

2.

Financial Premises
These are the standards used in our financial analysis.
Note that all dollars are based on mid-1981 values. In
order to do that, the Bechtel Study numbers were escalated from 1980 dollars.

•. * k .
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July 6, 1981
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3.

Capital Expenditure Schedule
This schedule shows our estimate of capital by quarters.
Beyond 1983, mining equipment will be replaced. This
does not include trucks or excavators because the p r e dicted mine life is within the expected life of this
equipment.

4.

Low-Grade Ore Stockpiling
Work continues in this area and will stand on its own
economics. No treatment of low-grade ore is being used
in our base premises* If this is viable, at some time
in the future, it will only enhance the expected return.
Plans have been formulated to separate and stockpile
this material.

5.

Selective Mining Plan
We are confident that a selective plan to separate high
amenable ores from low amenable ores prior to milling
is feasible. To that end, a geostatistical study has
been commissioned. Our premises address this area by
providing a bypass of the autoclave-circuit. This bypass
will provide the highest availability of the plant at
the lowest cost. A stockpile of oxide ore will be maintained for this purpose.

In summary, the case for analyzing the Mercur Project has been
established using a conservative approach. Results of ongoing work
will enhance the outcome but the project stands on its base case.
Yours very truly,

ROBERT L. HAUTALA
District Production Manager
RLH:mdc
Receipt of a copy of this letter
is hereby acknowledged:
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June 28, 1984

Texaco, Inc.
2000 Westchester Avenue
White Plains, NY 10650
ATTN*

Mr- Willis B. Reals
Senior Vice President

Dear Mr. Reals:
It has come to our attention that Texaco has
commissioned the First Boston Corporation to negotiate a sale
of Getty Mining Company, Inc. As you probably know. Gold
Standard, Inc. is a partner in the Mercur gold mine project
here in Utah which is a part of Getty Mining Company. We
entered into an Operating Agreement with Getty Oil Company on
December 11* 1973 and our respective rights and interests are
still governed by that Agreement as it has been supplemented
through the years*
We want to take this opportunity to express to you
that we are extremely interested in arranging the purchase of
the Mercur operation if Texaco, at a later date, decides to
offer it as a separate entity. If the decision is reached to
sell off separate properties we would appreciate it if you
would consider Gold Standard as the prime candidate. We are
very familiar with the operation and its people, having been
associated with it these past eleven years and being the
original leaseholder* In addition, we know the financial
ramifications since we have been seeking financing on the
project for the past three yeare, working with both commercial
and investment bankers. We are confident that we can be very
aggressive end deliver to Texaco the highest return possible in
the event of a sale of the Mercur mine.
As you say or may not know, we have been engaged in
discussions with Getty over the last three years as to whether
or not we have been treated in accordance with the terms and
intent of the Operating Agreement. This matter is now in
contention between ue and Getty Mining and, shortly before the
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acquisition of Getty Oil Company by Texaco, X sent a latter to
Catty Mining Company tatting forth, in detail, our position
once again and requested that they notify Texaco of Gold
Standard's views and its position with respect to its legal
rights under the 1973 Operating Agreement. We assumed that
Getty Mining Company had notified Texaco as requested, but we
have subsequently learned that they did not do so. We also
understand that Texaco has initiated actions to sell Getty
Mining Company, which, of course, includes the Mercur Gold
Mine. Therefore, we now feel compelled to communicate with you
directly about our status vis-a-vis Getty Mining Company's
Mercur Operation.
Z am enclosing herewith a copy of ay January 12, 1984
letter to Getty Mining Company in which I requested that they
inform potential purchasers of Gold Standard's positions and
views as set forth in that letter. X am also enclosing a copy
of the September 20, 1983 letter from Gold Standard's legal
counsel, Robert S. McConnell, which was referred to in my
January 12, 1984 letter and which summaries* the facts about
the unfair treatment Gold Standard received from Getty and his
analyses as to Gold Standard's rights from the general legal
point of view. Although those letters are rather lengthy, X
believe they will give you a general idea of where we stand on
these issues.
In summary, we feel that Getty's treatment of Gold
Standard during the last few years has been manifestly improper
and unfair under the circumstances, and completely contrary to
our understanding of the intent of the 1973 Operating Agreement
and the spirit of mutual cooperation under which that Agreement
was entered into. Our position in that regard is based in part
upon the failure of Getty Mining Company to provide us with the
information and cooperation necessary to enable us to obtain
commitments from investment bankers and others in our efforts
to finance our 25 percent participating interest in the Mercur
mine. Our position is also based, however, on the more
specific legal grounds as outlined in Mr. McConnell's letter,
In which he points out that, under our Agreement, the term
"Phase X" means "that period of time eommenelng at the date of
this Agreement and ending at such time as a feasibility study
lias confirmed the feasibility of placing in production a
specifically delineated, reasonably sited, contiguous portion
of Said Lands pursuant to Section XV of this Agreement.* That
Agreement also provides in Section XXX.A. that "during Phase X,
Gold Standard shall not be required to expend any funds
whatever on Said Lands . . . "
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Gold Standard it still of tha view that* as a legal
•attar* the "feasibility study" which ia contemplated by the
above-quoted portions of our Agreement with Getty Beans* and
was intended by tha parties to Bean, a final outside third
party* independent feasibility study* one which would be
acceptable by tha SEC and by tha various investment and
comnercial bankers as sufficient to support estimates of ore
reserves* etc. and upon which statements with respect to
technical and economical practicability of tha project could be
supported. As we see it* Getty Mining Company has failed to
provide Gold Standard with such a "feasibility study" as
specified by the Operating Agreement* and* legally speaking,
tha parties as still in "Phase X" under that Agreement. Our
views in this regard are well supported by widely accepted
published material, banking and other lending institutions, the
majors in the mining industry, and a large body of independent
mining and financial authorities.
My reason for tha foregoing is to advise you of the
major problems which exist between Getty Mining and Gold
Standard, becauaa we believe these do affect both the worth and
salability of the Mercur property. Further* we suspect that
you might have a legal disclosure responsibility here, and
therefore ahould know tha facta aa we see them.
There is one additional provision of the 1973
Operating Agreement between Gold Standard and Getty to which I
would like to refer and which X feel ought to be taken into
consideration by you at this time. That is* Seetion XX.A. of
Exhibit "A" (General Conditions), which provides thatt "No
party to tha Agreement shall voluntarily or involuntarily
transfer its Interest in Said Lands, the Project Property or
the Agreement* or any part thereof* to any other entity, unless
the party proposing a tranafar shall have received a bona fide
offer from a person, firm or corporation ready, willing and
able to purchase such interest, and tha interest proposed for
transfer shall have been offered in writing on the aame terms
and conditions as offered by the third-party offeror, or a cash
equivalent, to the ether Participating Parties, in accordance
with their respective interests therein." As a result of our
position with respect to the lack of a feasibility study from
Oetty, etc., we are obviously of the view that we are
rightfully considered as a "Participating Party" even now, and
that, at the very least, we are entitled to a foraal, final,
independent feasibility study which will allow us adequete time
to finance our participating interest. With that in aind, we
feel we would also be entitled to notice of any proposed sale

Texaco$ Inc.
June 28, 1984
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or transfer of the Mercur Mine and a first right of refusal in
accordance with the above-quoted language froe Section IX.A.
lie feel that this is obviously soaething of which Texaco should
be aware and should be kept in aind in connection with any
eonteaplated sale of the Mercur Mine, either directly or
indirectly through a sale of Getty Mining Company.
We feel confident that after you have had an
opportunity to review and consider the aatters set forth in
this letter and in the various enclosures, you will be able to
understand and appreciate our positions and the reasons why we
felt they should be brought to your attention at this tiae. I
would have preferred that Getty Mining Company would have
notified you directly of our views and positions but I hope you
will understand why we have felt compelled to do so directly at
this tine. We also want to assure you that we are seriously
interested in purchasing the Mercur Mine and we are anxious to
start a dialogue to explore these possibilities.
I will loo* forward to hearing froa you at your
earliest convenience with respect to the aatters set forth in
this letter.
Very truly yours*
Scott u.
President
ccs

Robert Blanc
Charles W. Shannon
J. Arthur Knudsen
Stanley Michaelson
Robert S. McConnell
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LETTER FROM ROBERT S. MCCONNELL TO SCOTT L. SMITH
DATED SEPTEMBER 20, 1983
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Salt LaKe City
September 20, 1983

Mr. Scott L. Smith
President
Gold Standard, Inc.
Suite 712 Kearns Building
Salt Lake City, Utah 84101
Re:

Mercur Gold Project

Dear Scott:
At your request I have reviewed the various documents,
correspondence and materials in ay possession relating to your
relationship with Getty Mining Company over the last several
years. I have done so with the purpose of providing you with
an objective view of the basic fairness of the treatment you
have received from Getty and with my views as to where you
stand with Getty at tnis time from a general legal point of
view. During the last few years the local Getty operation has
been known variously as tne Minerals Exploration a4xd Production
Office of Getty Oil Company, as Getty Mineral Resources Company
and, more recently, as Getty Mining Company. In this letter I
will refer to the Salt Lake City operation only as "Getty*.
One of the first tasks I performed for Gold Standard
was to review the December 11, 1983 Operating Agreement between
Gold Standard and Getty and to discuss it witn you generally.
At that time, I remarked to you that in my view it was an
Attachment to
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extremely confusing document to understand and that it
contained several apparent inconsistencies. Those initial
impressions of that agreement have been substantiated oy the
many disagreements and arguments wnich have ensued during the
last few years over the meaning and intent of various parts of
that Operating Agreement* While it would obviously be*
necessary to focus on the specific language in any given case,
it is fair to say that as a general matter if and when any
parts of that Operating Agreement were to become in dispute,
the ultimate resolution would depend in large part upon*the
intsnt of the parties when the document was drafted and upon
the spirit and the circumstances in which the document was
Irafted as well as the way in which the document was carried
out by the parties.
You will also recall tnat on January 21, 1981, after
having spent considerable time and effort in the preparation, I
filed on behalf of Gold Standard a Form 10 Registration
Statement with the Securities and Exchange Commission ("SEC")
for the purpose of registering its securities under the
Securities Exchange Act of 1934. After considerable discussion
with the SEC during the ensuing months, Gold Standard's major
difficulty in obtaining the effectiveness of that Form 10
Registration Statement, as well as being the source of
consideraole subsequent difficulties for the company, was the
fact that the SEC would not accept the Bechtel Report and the
internal Getty memoranda as a "feasibility study." The
"Engineering Study and Cost Estimate of the Mercur Gold Mine
and Plant" by Bechtel Civil & Minerals, Inc. dated June, 1981,
is herein referred to a3 the "Bechtel Report." I am attaching
to this letter a copy of the October 5, 1981 letter from Mr.
V.J. Lavernoich# Branch Chief of the SEC in which he states
that the Bechtel Report and the internal memoranda and letter
1ated July 6, 1981 from Getty to Mr. Scott L. Smith, President
Gold Standard, Inc. "is not a comprehensive feasibility study
and therefore does not support an ore reserve estimate." Tne
SEC went on to state that "further, the memoranda and the Getty
letter without adequate engineering data to support the
statements as to reserves, cannot support their commerciality."
I recall vividly that you had complained to Getty on
numerous occasions during that time period that the Bechtel
Report'and the internal Getty memoranda were not sufficient to
constitute a formal final feasibility study which could support
ore reserve estimates, that you had been so informed by your
Technical Committee consisting of extremely experienced mining
people, and that you continued to request from Getty additional
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engineering data to support the statements as to ore reserves
and their commerciality. I also recall that Getty, while
continuing to express verbally a spirit of cooperation,
steadfastly refused to provide you .with any additional
information and continued to insist that the 3echtel Report and
their internal memoranda constituted a feasibility study as
contemplated by the December 11, 1973 Operating AgreementThat stubborn and obviously uninformed position by Getty not
only caused considerable difficulty with the SEC resulting in
your Form 10 and subsequent Form 10K reports being equivocal as
to whether or not commercial reserves existed on the property,
but also has been the primary source of your inability to
obtain any commitments from investment bankers and others to
finance your 25% participating interest in the project, about
which I will discuss more below.
I sincerely feel that Gold Standard has been seriously
disadvantaged "oy Getty's failure to acknowledge, that the
Bechtel Report and the internal Getty memoranda do not provide
Gold Standard with a "bankable" or, more properly, a final
feasibility study which is normal and typical in the mining
industry. In the course of your attempts during the last few
years to obtain financing for a 25% participating interest in
the project, you have %OQen continuously asked by potential
investment and commercial bankers to provide them with
information which would normally be included in such a final
feasibility study and which such financial people require in
order to determine ore reserve estimates and upon which
statements with respect to the technical and economical
practicability of the project could be supported. That
information has not been forthcoming from Getty despite your
repeated requests. From my point of view, it seems that it
would not have been difficult for Getty to provide you with
such information but it chose not to do so. Getty therefore,
appears to have knowingly pursued a course of action which has
been a continuing obstacle to your being able to fund a 25%
participating interest in the project. Their conduct has been
manifestly unfair under the circumstances and completely
contrary to my understanding of the intent of the parties in
entering into the Operating Agreement and tne spirit of mutual
cooperation in which that was done.
Their action may also amount to an interference with
your business relationships and a repudiation of tne basic
Operating Agreement.

Mr, Scot* L. Smith
September 20, 1983
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I have not conducted an in-depth legal analysis of the
relative positions of Gold Standard and Getty under the
Operating Agreement and you have not asked me to do so.
However, I have examined certain portions of that Agreement as
they relate to the requirement of Getty to provide Gold
Standard with a feasibility study. Under that Agreement the
term "Phase I" shall mean "that period of time commencing at
the date of this Agreement and ending at such time as a
feasibility study nas confirmed the feasibility of placing in
production a specifically delineated reasonably sized
contiguous portion of Said Lands pursuant to Section IV of this
Agreement." The Agreement also provides in Section III.A that
"during Pnase I, Gold Standard shall not oe required to expend
any funds whatever on Said Lands. . •*.' It is my view that tne
M
feasibility study- which is contemplated by the Agreement
means, and was intended by the parties to mean, a final
feasibility study, one wnich would be acceptable by the SEC and
by the various investment and commercial oankers as sufficient
to support estimates of ore reserves and upon which statements
with respect to technical and economical practicability of the
project could be supported.' I am confident that this position
could be substantiated and thoroughly documented by numerous
industry experts and through the normal course of business and
practice in the mining industry. The full and detailed
requirements of a properly developed finai project feasibility
study are well known and accepted in the industry and the
various letters from Gold Standard to Getty in April and
November of 1981, as well as the numerous verbal requests
referred to above, adequately describe the overall requirements
of those portions of the feasibility study which are required
by Gold Standard and which have not oeea forthcoming from Getty.
Even without considering the failure of Getty to
provide Gold Standard with a final and usual feasibility study,
my file is replete with references to the totally inadequate
flow of information and data to Gold Standard which has oe^n
requested from Getty during the last few years. Gold Standard
specifically requested information in letters of April 3, 1981
and November 27, 1981 and in frequent further telephone and
personal requests both before and after those dates. Instead
of receiving the requested information in a usable form. Gold
Standard has received only bits and pieces of information, most
of it oral, and most of which has been more or less
continuously revised in such critical feasibility areas as ore
reserves, ore grades, mining schedules, metallurgical recovery
and other related cost estimates, all of which is the type of
information which must be pinned down in a supportable manner
AnnAQ7f>2
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in a true final feasibility study in order to be of any use co
Gold Standard or its bankers in evaluating the project. In
t.iis regard, and based upon my review of tne Operating
Agreement and the facts described above, I am very much of the
view -hat *n excellent case could be made that under the
circumstances the Bechtel Report, together with the internal
Getty memoranda and the related correspondence to date, does
not amount to a -feasibility study" as contemplated by the
Operating Agreement and that, legally speaking, the parties are
still in "Phase I" under the Agreement.
I am also of the view that the correspondence to date
between Gold Standard and Getty does not show acceptance by
Gold Standard of the combination of the Becntel Report and the
internal Getty memoranda as a "feasibility studyM and tne fact
that Gold Standard paid for its share of the "faasioility
study" at the request of Getty would not change ay view in that
regard in light of tne pressure and duress under which Gold
Standard was placed by Getty in connection with Getty's
insistence that Gold Standard make such payment.
I am attaching hereto a chronological summary of many
of the important events which have transpired between Gold
Standard and Getty over the last few years. This will give you
a handy reference to the various relationships in time during
which most of the important events have occurred relating to
"3oli Standard's efforts to fund its 25% interest in the Mercur
Goid Project. I will not discuss each event separately but
will comment on some of the more notable events and their
significance at this time.
I have already mentioned the events relating to the
feasibility study, or the lack thereof. On July 21, 1931 Gold
Standard received a letter from Getty approving the "initial
mine work plan". That letter was signed by both Getty and Gold
Standard. As a condition to that approval, however, Getty
retained the option to approve or disapprove the completion of
the project at any time prior to March 31, 1982. Getty also
"agreed* in that letter not to convert Gold Standard to a 15%
net profits interest under the Agreement before January 1,
1982. On December 17, 1931 Sob Blanc of Getty sent a letter to
Goii Standard purporting to respond to Gold Standard's previous
requests for more feasibility studytype information and in the
process Getty extended from January 1, 1982 to February 1, 1982
its agreement not to convert Gold Standard to a 15i net profits
interest. At that time, however, Blanc and Getty insisted that
Gold Standard confirm in writing to Getty by January 1, 1982
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whether Gold Standard intended to be i 25% participating
party. Blanc stated that trie "local district's present
authorizations to proceed" with the project were contingent on
Gold Standard being a 25% participating party* In effect,
Getty was telling Gold Standard at this time that Getty may not
go ahead with the project unless Gold Standard elected to be a
25% party. However, Getty was also saying, in the for* of the
positions it had taken with respect to the feasibility study
information and otherwise, that it would not give Gold Standard
sufficient information to determine whether it should be a 25%
participating party or be able to fund that 25% interest if it
should decide to do so. Getty was also telliag Gold Standard
at that time that Gold Standard must make its election even
before Getty itself decided to proceed with the project. In my
view, the position being taken by Getty at that time was
manifestly unfair to Gold Standard and was a blatant use of the
power which Getty had over Gold Standard as well as a
substantial departure from the spirit and intent with whicn
both parties entered into the Operating Agreement originally.
Since that time Getty has maintained essentially the
same position vis-a-vis Gold Standard and its attempts to fund
the 25% participating interest. On March 2, 1982 you and I on
behalf of Gold Standard met with Bob Blanc, Joe Berg and 3ob
Hautsla at Getty#s offices to discuss these matters. Among
other things, it was determined at that meeting that Getty
would continue to full production to be scheduled for July of
1983. Getty's decision was based upon Getty's funding 100% of
the project and Gold Standard being in a 15% net profits
position effective July 6, 1981. At that meeting, Getty
refused to grant Gold Standard any further time to fund its 25%
participating interest in spite of having it pointed out to
them the basic unfairness in the previous positions which they
had taken. Getty agreed, nowever, that they might recommend to
Getty's top management a "reasonable proposal" which Gold
Standard might bring to them for funding a 25% interest
assuming that it was "mutually agreeable- to both parties. In
a subsequent letter from Getty, Getty placed a deadline of
December 31, 1982 on its willingness to possibly consider any
such proposals from Gold Standard.
Since that time you have been diligently pursuing
various alternatives for financing Gold Standard's 25%
participating interest. It is obvious, however, that you have
been greatly hampered in such efforts by three basic facts:
(1) Gold Standard has never received a final formal
comprehensive feasibility study which it has needed in order to
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ootain the necessary financing; (2) Getty's prior insistence
that Gold Standard elect between a 25% interest and a 15% net
prpfits interest even before Getty itself made a decision to go
ahead with the project and at a time when Gold Standard still
had not obtained sufficient information from Getty to
accomplish sucn financing; and (3) Getty's continual and
substantial lack of cooperation since that time in connection
with Gold Standard's efforts to finance its 25% participating
interest. Although there are several, two examples of Getty's
continiing lick of cooperation as referred to in (3), above,
ire as follows:
1.
In the fall of 1982 a strong interest was being
expressed in assisting Gold Standard in funding its 25%
interest from a group of investors from Kuwait. You informed
Getty of this interest immediately and a telex was received by
Getty on October 7, 1982 seeking some expression of support and
cooperation from Getty. Several weeks passed without any
response from Getty and you attempted numerous times to
determine why Getty had not responded in any manner whatsoever
except to delay the matter on an indefinite basis.
Approximately one month later Getty responded by questioning
certain aspects of their proposal relating to the tax
advantages which might possibly be available to Getty in this
connection. Thereafter, Gold Standard incurred considerable
expense to have the entire situation reviewed by Ron Cutshall
of our office, an extremely capable tax attorney. The results
of that tax review were transmitted to Getty on or about
November 3, 1982 in the form of an opinion that the
disproportionate tax allocation in the Kuwait proposal was
possible. Once again, there was a lengthy and, in my view,
unreasonable delay from Getty until finally on December 13,
1382 Getty acknowledged that the tax proposal would in fact
work and that they would receive the proposal and review it
while still giving no assurance to Gold Standard that they
would recommend it to top management and, of course, as to
whether Getty's top management would approve it. 3y that time
Getty's previously establisned time limit of December 31, 1932
had about expired leaving Gold Standard with very little
alternative but the Kuwait proposal. Even so, Getty refused to
make any further commitments which, of course, along with the
previous delays from Getty and Getty's apparently uncooperative
attitude, resulted in the Kuwaits and the broker that was
representing them concluding that Getty was not sufficiently
interested to justify their curther interest in the project and
they withdrew any further interest. Although it is difficult
to know for certain, it is not difficult to view the
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uncooperative nature of Getty and the long delays caused by
them as a deliberate attempt to push Gold Standard up against
the December 31, 1932 deadline with no further hope of funding
the 25% interest.
2.
A second example of tne frustrations encountered
by Gold Standard due to Getty's basic uncooperative attitude
involved the interest which surfaced on behalf of Smith Barney,
Harris Upham & Co*, the nationally recognized investment
banking firm, in the spring of 1983. Once again, Getty's local
people were giving you verbal assurances that they would be
cooperative and expressed a continuing willingness to look at
proposals from Gold Standard for funding the 25% interest for
an indefinite period. In fact, Getty even signed a letter with
Smith Barney and Gold Standard on March 8, 1983 setting forth
tne basic perimeters of Smith Barney's proposal to assist Gold
Standard in funding the 25% interest* Since that time,
however. Smith Barney has been totally frustrated in obtaining
any specific feasibility study-type information from Getty and
by Getty's continuing refusal to make any commitment beyond the
previously expressed possibility that it might present a
M
reasonable proposalH to Getty's top management if Getty's
local people felt so inclined to do so.
There have been several other investment banking firms
and commercial banks wnich have expressed serious interest in
funding a 25% participating interest for Gold Standard.
However, such interest has one by one faded upon learning that
no hard facts were available from Getty and that Getty would
make no additional commitments* While Getty could obviously
see that Gold Standard was attracting serious interest from
nationally recognized investment and commercial banking
sources, Getty steadfastly refused to give Gold Standard wnat
it needed, that is a commitment that if Gold Standard could
obtain the funding Getty would allow Gold Standard back in for
a participating interest of some sort*
During the past year or so since the March 2, 1982
decision by Getty to proceed with the project with Gold
Standard as a 15% net profits interest, Getty has presented
Gold Standard with periodic accountings of "advances receivable
and net profits computation on a quarterly basis." The most
recent'of such statements was received on August 1, 1983 wnich
shows that Gold Standard owes as -advances receivable" plus
interest for project expenditures made by Getty on behalf of
Gold Standard representing 25% of costs from July 6, 1981
through February 28, 1982 in the amount of $3,879,963.26.

Mr, Scott L. Smith
September 20, 1983
Page 9

Without going into undue detail, suffice it to say that this is
an additional example of the unfair exploitation of Gold
Standard's situation which has characterized the relationship
between the two parties for some time* During tne March 2,
1982 meetings it was agreed by all concerned that after Getty's
decision to proceed with full production at the Mercur Gold
Project, Gold Standard would revert to a 15% net profits
interest effective July 6, 1931 and that all the capital
expenditures by Getty after July 6, 1981 would be recouped as
if Gold Standard's 15% net profits interest had commenced on
July 6, 1981, It was specifically agreed that post July 6,
1931 expenditures would not be owing and payable by Gold
Standard in a lump sum upon reversion to such 15% net profits
interest. This was referred to specifically at that meeting as
"double dipping" which was agreed oy all present would not take
place and was not contemplated by tne Operating Agreement*
Nevertheless, Getty continues to present statements to Gold
Standard demanding that such post July 6, 1981 expenditures be
paid up front which is exactly the "double dipping" which was
agreed would not take place*
In summary, it is my feeling that. Gold Standard has
been and continues to be treated unfairly by Getty. Gold
Standard has been and continues to be in the position that it
is unable to make its own independent assessment of the
economic practicability of the project witnout the final
feasibility study called for by the Operating Agreement which
it has not as yet received from Getty, as explained aoove. In
addition, that basic unfairness has been compounded time and
again by Getty's refusal to give meaningful cooperation to
those parties expressing an interest in assisting Gold Standard
in its funding efforts and in refusing to make any commitments
which were obviously needed by Gold Standard in order to have
any success in such financing efforts.
In looking back over this situation I commend you for
the abundance of patience which you have shown in the face of
the unfairness and lack of cooperation which have been
forthcoming from Getty. However, based upon my review it is my
feeling that you have good cause to complain about the
treatment you have received from Getty and in my view you have
the basis of a possible legal action against Getty for the
damages Gold Standard has obviously suffered and will continue

Mr. Scott L. Snith
Septenber 20, L933
Page 10

to suffer as a result of the basic unfairness towards Gold
Standard which I have described above.
Very truly yours,
JONESV Vy&CDO, HOL3ROOK,

Robert S. McConnell
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LETTER FROM W.B. REALS TO H.E. WENDT
DATED JUNE 29, 1984
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June 2 9 , 1984

Mr. H. E. Wendt
President
Getty Mining Company
3810 Wilshire Blvd.
Suite 1 9 0 1
Los Angeles, C A 90010
Dear E d :
The attached, letter from Gold Standard Inc.
dated June 28, 1984 discusses the claims that Gold
Standard i s making o n Getty Mining Company i n c o n n e c
tion w i t h t h e Mercur gold m i n e .
Although y o u and I have discussed various
facets of this problem from time t o time, I would
appreciate your detailed reaction t o this letter, including legal advice. B y copy o f this letter to
M r . W . C. W e i t z e l , J r . , Z would appreciate coordination between t h e Texaco and Getty legal staffs o n
this subject.
Sincerely,
(cignec;. y/„ o. ia-.-»a
WBR.-DCC
Attachment
cc:

W. C. Weitzel;,sdx.
Robert Blancv'
J. C. Collins
F. 0. Wicks
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LETTER FROM H.E. WENDT TO SCOTT L. SMITH
DATED OCTOBER 25, 1984

Addendum Item Number 13

Getty Mining Company

3810 Wilshire Boulevard. Los Angeles. California 90010 • Telephone (213) 739-243S

H E Wenct President ano Geneva* Manager

October 25, 1984
Mr. Scott L. Smith, President
Gold Standard, Inc.
712 Kearns Building
Salt Lake City, Utah 84101
Re:

MZRCUR GOLD MINE

Dear Mr. Smith:
Your letter of June 28, 1984, addressed to Mr. Willis B.
Reals, Senior Vice President of Texaco Inc., has been received
and thoroughly reviewed by Mr. Reals and others at Texaco Inc.
Understanding that a response thereto is appropriate, a copy of
said letter, together with the January 12, 1984, letter attached
thereto, has been forwarded to me. The views and concerns expressed in your letter have been thoroughly considered by Texaco
and Getty. In addition, a voluminous correspondence file,
together with the 1973 Operating Agreement, have similarly been
carefully reviewed.
From all of the information available, it appears that Getty
Mining Company has conducted its affairs, particularly with
respect to the interests of Gold Standard, Inc., in accordance
with the letter and spirit of the 1973 Operating Agreement. Gold
Standard approved commission of the feasibility study at the joint
venture meeting on June 17, 1980, received a copy of said study on
December 31, 1980, and eventually paid its 25% share of the
$282,340.00 total cost of the study. When Gold Standard was not
able to contribute its 25% share of Phase II expenses during 1982,
Getty exercised its option under Section II-E of the General Conditions, Exhibit A to the Operating Agreement, and converted Gold
Standard's 25% Participating Interest to a 15% Net Profits Interest.
In letters dated March" 15, 1982, and May 6, 1982, you acknowledged
this conversion and its effective date, July 6, 1981.
Your claim, stated in your June 28, 1984, letter, that Gold
Standard has a 25% Participating Interest under the 1973 Operating
Agreement, is simply contrary to a long series of facts and admissions. The basis for your claim, i.e., an alleged deficiency in
the feasibility study and the assertion that Phase I has never
ended, seems a lame excuse when one realizes that for the past four
years Getty Mining Company has proceeded with Phase II development
and mining in accordance with the feasibility study, and with the
foreknowledge and consent of Gold Standard. From the evidence
reviewed, it appears that Getty Mining Company has cooperated to an
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unusual degree with Gold Standard in its continuing unsuccessful
effort to raise the funds needed to meet its obligations as a
participating party* It was only after many months of continued
inability by Gold Standard to raise funds, that Getty was forced
to exercise its option to permanently convert the 25% Participating
Interest into a 15% Net Profits Interest*
As the correspondence file makes abundantly clear, Gold
Standard's 15% Net Profits Interest was never convertible or
redeemable back to a 25% Participating Interest, unless the parties
were to so mutually agree. Any opportunity for such a mutual
agreement has long since expired.
Your interest in finding a buyer for the Mercur Mine, and the
need to comply with all provisions in the 1973 Operating Agreement,
are duly noted. At this time, Texaco and Getty have made their own
arrangements and your assistance will not be needed. Should you
feel the need to communicate further regarding this matter, please
address all communications to the undersigned.
Sincerely,
GETTY MIKING COMPANY

H. £ . WEN'DT
HEW:ems

cc:

Mr. Willis B. Reals
Mr. Robert P. Blanc
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